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CMUTUAL INSURANCE fs 
American Insurance—born 
of the same wisdom with 

which Benjamin Franklin 
and other leaders laid the 
foundation for a great nation. 





From an etching by Duniap ° \ 
Courtesy of Anderson Galleries, Chicago 


A p en ny r 


is a penny earned / 


—£in such words Benjamin Franklin 
expressed that characteristic thrift 
which he helped to build into the 
very structure of Mutual Insurance. 
If you will go into the offices of 
any Mutual Insurance Company you 
will find the Benjamin Franklin 
brand of thrift practiced there today. 
This is true of every department and 
every operation. It is 
an ideal of every 
Mutual Insurance or- 
ganization. 


The pennics thus 
conserved return in 


MUTUAL 
CASUALTY 


INSURANCE 





dollars to mutual policyholders 
through an annual distribution of 
savings. 

Thrift is one of the reasons why 
the highest type of business enter- 
prise is found seeking the protection 
of Mutual Casualty Insurance. 
Mutual stability and the actual money 
saving are substantial business con- 
siderations. Without 
obligation or solicita- 
tion you may secure 
all the essential facts 
about Mutual Casualty 
Insurance by using 
the coupon below. 
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NATIONAL ASSOCIATION OF MUTUAL CASUALTY COMPANIES 








National Association of Mutual Gasualty Companies 730 Gifth Avenue, New York, NK, Yr. 


Without obligation on my part, please mail me your booklet explaining Wutual Casualty Insurance and how it will save me money. 




















ischial eapata cei abendlpenehsiciiita estreet 
Position Py ee LP ee eee eeaap IR. SSS ARC ea City 
Cfirm initia _ State 


) 





TT 




















Correct in Principle 





CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 





Offices From the Atlantic to the Pacific 


Gale & Stone, Boston. 
Justin Peters, Philadelphia. 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 


Lumbermens & Manufacturers Insurance Agency, James S. Kemper, Mgr., 
Chicago, Milwaukee, Minneapolis, Omaha. 


Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco. 
































A Message to 
Michigan Automobile Owners 


MICHIGAN MUTUAL 


PREFERRED PROTECTION 


for 


MAN and MOTOR 


includes 


EMERGENCY ROAD SERVICE (any public garage in Michigan). 


TOURING AND TRAVEL INFORMATION (maps, logs, suggestions and 
general information covering any trip you want to make). 


PERSONAL ACCIDENT INSURANCE (paying from $25.00 per week to 
$5,000.00 cash). 


STANDARD AUTOMOBILE COVERAGE (in several popular combina- 
tions of fire, theft, public liability, property damage or collision). 


The cost is no greater than for automobile insurance alone as ordinarily 
furnished by other reputable companies or associations. 


It will pay you to investigate this remarkable combination of protection 
and service offered the motoring public of the State by the Old 
Reliable Michigan Mutual. 


Get it BEFORE you need it. 


Write or phone Home Office of the Company or 
nearest branch office. Ask for Folder PR-104, 
which tells you all about it. 


MICHIGAN MUTUAL 
LIABILITY COMPANY 


Park 
wt Getiding C2 ATO, 








———EEEE President EEE 
Workmen's DETROIT, MICHIGAN Dependable 
Compensation GRAND RAPIDS—LANSING—SAGINAW Automobile 
Insurance FLINT—KALAMAZOO—PONTIAC—JACKSON Insurance 


Michigan Car Owners will find an interesting and profitable 
message in our Folder No. PR-104. Write for your copy. 
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J. R. YOUNG 


J. R. Young, President of the Merchants Mutual Casualty Company 
of Buffalo, N. Y., has made a conspicuous success in other lines of busi- 
ness as well as in the field of mutual insurance. He is widely known for 
his knowledge of underwriting, especially in automotive circles, and is an 
outstanding figure of that important department of mutual activity. His 
official connections include that of Director of the Automotive Association. 























Methods Engineering 
Means Which May Be Adopted to Save Money in the Details of 
Home Office Management 


HAT is methods engineer- 

\ \ ing? We hear so much now- 
adays of various kinds of 
engineers that the term engineer 
is falling into disrepute. We 
usually think of engineering as a 
profession which involves a 
knowledge of mechanics, mater- 
ials, mathematics, etc., and an 
engineer as one possessing a sci- 
entific degree. This is the ac- 
cepted idea of engineering which 
is a far cry from 
laying out an office 


By RICHARD H. WRIGHT 


Methods Engineer, Liberty Mutual 
Insurance Company— 
Boston, Massachusetts 


Central Stenographic Depart- 
ment and he said “no.” Without 
further investigation you would 
be left with the idea that our Cen- 
tral Stenographic Department 
was asleep, poorly organized and 
a dozen other things that an ex- 
ecutive likes to think of when 


urally the service was slow at 
that particular time, but when the 
dictator gave the matter just a 
little thought, he admitted that, 
until then, he had had no com- 
plaints to make. 


— SS aS 


ANOTHER situation which gives 
a Department head trials and 
tribulations is an attempt to add 
to his force when he is sure that 
it needs increase. 
What is the usual 








or designing a form. 
However, the dic- 
tionary comes to our 
aid and tells us that 
engineering is not 
only all that has 


Eight Points Which Summarize | 


Scientific Management 


procedure? Susie 
Jones comes to her 
Section supervisor 
and says that she is 
overworked, can’t 


justbeenmen- 


tioned, but may be ° 


“painstaking man- 
agement” or. “con- 
triving”’ or “ma- 
neuvering” and 
these _ definitions 
will pretty well 
cover methods en- 
gineering. 
Methods engi- 
neering is a contriv- 
ing to get two 
things done with the 
same effort that is 
now spent to do one. 
This seems like a 
pretty large order 
and it would be if 
the average office 
were run on facts, 
but the average of- 
fice is not run on 
facts; it is run on 
impressions and as- 
sumptions and 
sometimes these are 
asfarfromthe 
truth as the moon is 
from green cheese. 


Se Se 


IMPRESSIONS are 








ol 
. 


. Define your purpose; you must know what is to be done 


before you can know how; this is your master task. 


Analyze your problem; your master task will then 
break up into many detail tasks. Consider them all; 
neglect none. 


. Seek the facts; study every condition governing each 


task; find the undesirable elements to be eliminated, 
the desirable elements to be retained; then standardize 
right conditions. 


. Devise the one best method; aim to conserve energy, 


time, space, material; determine relation of details to 
the master task. 


Find the persons best fitted; for each task certain per- 
sonal qualities are essential. In each person certain 
qualities predominate. Find each person fitted. 


Teach the persons best fitted the one best method; not 
by driving but by thorough patient teaching are under- 
standing and skill developed. 


Plan carefully; right planning of arrangement and 
sequence of work will enable you to accomplish tasks 
in logical order accurately, quickly, economically. 


Win co-operation. Co-operation means working to- 
gether. It cannot be demanded; it must be won. ‘Accept 
your share of the responsibility; respect the rights 
and aspirations of others. 

















turn out the work; 
there is more than 
she can handle and 
a few other things 
like that. The Sec- 
tion head knows 
that he is behind in 
production and so 
he backs up (Susie 
Jones. He goes to 
the Department 
head and says that 
there is more work 
than can be handled 
and that he must 
have some addi- 
tional help. The De- 
partment head us- 
ually accepts the 
word of his super- 
visor and goes to 
the Office Manager, 
who says that he 
can’t have the help; 
that expenses are 
going wild. Then 
there is arguing 
back and forth and 
the man who can 
argue the best is the 
one who wins out. 
Whorunsthe 
company? Ostensi- 





not worth much; an impression is 
usually a reflection of the latest 
conditions, not the usual condi- 
tions; you ask a man how things 
are going in his Department or 
how another Department is co-op- 
erating and he may say “not so 
good” because just then there 
is a hitch in the work. I asked a 
young man in our office if he was 
getting good service from our 


things do not run smoothly. What 
were the facts? 

The department had been giv- 
ing good service up to within a 
few days when the boy made his 
comment. During that week, 
though, “flu” had afflicted our 
Stenographic force with the re- 
sult that three of our four tran- 
scribers were out sick, leaving one 
girl to carry the load of four. Nat- 


bly the Department Heads and 
upper executives, but actually the 
clerks, because in many cases the 
cierks’ initial complaints are rem- 
idied through a series of recom- 
mendations, each one based on the 
previous ones, 


ee es, Se 


HOW should such a situation be 
met? - In the first place the super- 
— ie 
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visor should know how long it 
takes to do the job; in other 
words, what constitutes a fair 
day’s work for a clerk; then he 
should know how much work is 
being done and how much work is 
being received. He knows, for in- 
stance, that forty policies consti- 
tute a fair day’s output for a pol- 
icy writer. He also knows from 
his daily control sheet that he is 
receiving 100 applications a day 
while he only has two operators. 
He can produce eighty policies 
and must produce 100. In this 
way he can prove his case with- 
out arguing because you cannot 
question facts, 

The foundation of methods en- 
gineering or scientific manage- 
ment, as some people would call it, 
is a collection of facts—all the 
facts, not some of them. When 
all the facts have been collected 
the major part of the problem has 
been solved. The solution will us- 
ually present itself without much 
additional thought, for when you 
know what is wrong, you know 
how to correct it. 


TS ae ae 


MY GOOD friend, W. H. Leffing- 
well, has summarized scientific 
management into eight sentences, 
which I will quote: 


1. Define your purpose; you must 
know what is to be done before 
you can know how; this is your 
master task, 

2. Analyze your problem; your 
master task will then break up 
into many detail tasks. Consider 
them all; neglect none. 

3. Seek the facts; study every con- 
dition governing each task; find 
the undesirable elements to be 
retained; then standardize right 
conditions, 

4, Devise the one best method; aim 
to conserve energy, time, space, 

material; determine relation of 

details to the master task. 

Find the persons best fitted; for 

each task certain personel qual- 

ities are essential. In each per- 


or 


son certain qualities predom- 
Find each person fitted. 


inate. 
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6. Teach the persons best fitted the 
one best method; not by driving 
but by thorough patient teach- 
ing are understanding and skill 
developed. 

7. Plan carefully; right planning 
of — and sequence of 
work will enable you to accom- 
plish tasks in logical order ac- 
curately, quickly, economically. 

8. ‘Win co-operation. Co-operation 
means working together. It 
cannot be demanded; it must be 
won. Accept your share of the 
responsibility; respect the 
rights and aspirations of others. 

This is scientific management. 
This is the skeleton on which a 
methods engineer should work. A 
methods engineer may be given a 
specific trouble to correct or he 
may be asked to find out what is 
wrong in a department. This lat- 
ter, of course, is a much larger 
problem than the first and will 
take more time. He must find the 
specific troubles which exist and 
before he is through he will have 
covered not only the entire denart- 
ment but probably many points of 
contact in other departments. 

If the range of a methods en- 
gineer was described in half an 
hour it would sound like an index 
instead of a paper. The best that 
can be done is to show the general 
method of tackling a problem and 
then to cover a few specific cases. 


ar. ae ee 


HOW can we tell whether a De- 
partment is efficient or not? This 
seems like a complicated problem 
and yet a rough measure can be 
applied without elaborate calcula- 
tions. We can tell, for instance, 
how many policies have been is- 
sued in a year, because our policy 
register shows how many num- 
bers have been assigned. We also 




















know the number of clerks who 
have been working on policies in 
the course of a year. Assume 300 
working days as a working year, 
making deductions for vacations 
and possibly a further deduction 
for absences; convert these into 
minutes and multiply by the num- 
ber of clerks working. This will 
give you the number of clerical 
minutes which the company has 
paid for to work on the policies; 
dividing the number of policies 
produced during these clerical 
minutes will give you the average 
number of minutes per policy the 
company has paid for. 

The next step is comparatively 
simple; you want to check the 
number of minutes you are pay- 
ing for with the amount of time 
that should be taken. Get a pencil 
and paper and set down the differ- 
ent things that can be done to a 
policy. Then proceed to do them, 
step by step. You are not a clerk; 
you will not be working to the 
greatest efficiency and you may 
have to stop to ask questions, but 
nevertheless time yourself over 
the period it takes you to do every- 
thing that could be done to a pol- 
icy and see how much under the 
average time available it takes 
you in your clumsy way to actu- 
ally do the work. The discrepancy 
is apt to be so startling that you 
will question your various calcu- 
lations, but the fact will not be 
downed. Then a hurry up call for 
the methods engineer will usually 
result. 

What are some of the things he 
may find that will cause such a 
discrepancy ? 

If a Department head has dif- 
ficulty in obtaining assistance 
when he needs it he will keep ev- 
erybody he can, so that his De- 
partment can function during 
peak periods. In other words, 
most of the time he will be over- 
manned in self-protection. Furth- 





Work Lags in Many Departments When It Is Not Moved Frequently from Desk to Desk 











ermore, nobody knows how long 
it should take to do a job. There 
are ten clerks doing the same 
thing and there are ten different 
ways in which the work is being 
done. Some appear to work faster 
than others but there is no way 
of telling actually who is produc- 
ing the proper amount of work. 
Then again a lot of time is wasted 
bv people going from one desk to 
another. Glance over an office at 
any time and see how many peo- 
ple are on their feet. Excluding 














A Form for Every Purpose 











those whose duties require stand- 
ing, such as filing clerks, the 
others indicate people who are not 
producing because they are not at 
their desks. It may be that they 
are discussing a dance of the pre- 
vious night with some friend or it 
may be that their work is coming 
through to them in such shape 
that they are unable to handle it 
without further questioning. 
Whatever it is, people on their 
feet indicate that something is 
wrong, which should be corrected, 
either by proper supervision or by 
a better handling of the routine. 

Elaborate records may be car- 
ried which are of no value or 
certainly not enough to justify 
the cost. Probably the record was 
asked for as a stop check and no 
one remembered to stop it. We 
came across such a case in a com- 
pany in which orders were issued 
to stop the record. Much to the 
surprise of the supervisor a few 
weeks later, he found the clerk 
still carrying on this useless rec- 
ord because the clerk thought it 
a shame not to fill the book! 


SS SS SS 


IF OUR engineer be a true one, 
he will make no assumptions to 
start with. He will begin to col- 
lect facts. He will want produc- 
tion records and he may have to 
start them. He will want to know 
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what each person is doing and 
how long they spend doing it and 
how much they do. So for a week, 
work sheets will be distributed to 
every one and each day each clerk 
will show on what, how much and 
how long they have been working. 
It might be said in passing that 
this plan will be accepted by the 
clerks with about the same grace 
as a youngster accepts a dose of 
castor oil. 

In analyzing the work sheets 
the engineer will probably find a 
wide discrepancy in the amount of 
work done by different clerks. He 
is apt to find a lack of concentra- 
tion. To each step he will say 
“why?” Is it necessary? What 
does it accomplish? 

After determining the desira- 
bility of what is being done, the 
engineer will next develop some 
time units. One of the best ways 
to determine fair unit time is with 
the stop-watch and if the stop- 
watch is used wisely it will not 
cause antagonism and will develop 
some valuable, as well as interest- 
ing information. In making a 
stop-watch study, it should be re- 
membered that you are analyzing 
the job, not the worker, and this 
should be carefully explained to 
the clerk being studied, because 
naturally we have to analyze the 
work as it is being done. 


Se Se SS 


A STUDY should never be made 
surreptitiously, The stop-watch 
should be out in the open all of the 
time and the purpose of the study 
should be carefully explained to 
the clerk. I have never made a 
time study of a clerk without her 
consent or without giving a thor- 
ough explanation of what the 
whole thing is about and I end up 
with “I don’t care how long it is 
taking you to do the job; what I 
am interested in is what makes it 
take so long.” ‘This puts it in a 
uifferent light. When you sympa- 
thize with someone on her trou- 
bles you are almost sure to get a 
pretty thorough dissertation on 
those troubles and you can go as 
far as you want. If a clerk appears 
nervous, even although she has 
consented to the study, leave the 
watch with her; show her how to 
operate it and let her time herself 
for a while. Then come back later 
and show her how it should be 
done and from that point on it 
will be easy sailing. 

An over all study; that is the 
time it takes to do the entire job is 
not of much value because there 
is nothing to analyze. The first 
thing to do in making a time study 
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is to watch the clerk go through 
a few pieces of work and make a 
note of the different steps through 
which she passes in completing 
her job. For instance the various 
steps in billing a policy might be 
something like this: 
1. Set up bill with carbons. 
2. Insert in billing machine and 
straighten. 
3. Type heading. 
4, Type body of bill. 
5. Remove from typewriter and re- 
move carbons. 
6. Clip bill to policy. 

This would constitute the dif- 
ferent steps in making up the 
complete cycle of motions. These 
would be listed on the time study 
sheet and the time determined for 
doing each step in each cycle. This 
would be done, not by setting the 
watch back to zero each time but 
by letting it run continuously and 
reading the elapsed time at each 
step. The actual time would be 
derived later by subtracting two 
consecutive elapsed times to get 
the interval. The total time unit 
for the job would be the sum of 
the average time spent on each of 
the parts making a whole. This 
will be a net time and is not what 
you would expect the operator to 
perform the work in, because it 
would be impossible for her to 
maintain this pace throughout the 
day. A fatigue factor, so called, 
or simply an allowance is added, 
anywheres from 20% to 50% or 
even higher, if the occasion war- 
rants depending upon the neces- 








Get a Line on Speed 











sary interruptions which take 
place. If the unit time is a min- 
ute or under I usually allow a 
50% overload factor. In other 
words what would normally take 
a minute, we allow a minute and 
a half to perform and in this way 
a standard is derived which an 
average clerk may equal, a super- 
ior clerk will exceed and an infer- 
ior clerk may approach in time. 
> Sa 


THERE will always be com- 


plaints when the new standard is 
set because it is so much higher. 
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The usual attitude in an office is 
that because a certain amount of 
work is being produced in a day 
that is what should be produced. 
In our Automobile Policy Writing 
Department we used to consider 
25 or 30 policies a fair day’s work 
for a policy writer, but a time 
study of the job showed 42 could 
be produced without undue fa- 
tigue. Of course, a howl] went up 
when this standard was set and 
the policywriters said it never 
could be done; so I asked them if 
they could write one policy every 
ten minutes and they said surely, 
that was easy. Of course, one 
every ten minutes meant 42 pol- 
icies in seven hours. We showed 
them that it could be done and 
gradually brought them up so that 
now all our policywriters figure 
that they can produce 42 policies 
a day; this is the standard. One 
day a policywriter turned out 65 
policies when she found it could 
be done. I asked her the follow- 
ing day how she did it. She said, 
well, in the first place she started 
working at 8:30 (that’s when our 
office opens). 

By the time we have determined 
cur time units, we will have suf- 
ficient production records to de- 
termine how long a clerk should 
spend each dav in handling the 
day’s work; if there is more work 
than one clerk can handle we can 
tell how many clerks will be 
needed. 

Finally we arrange the _ se- 
quence of operations and the per- 
sonnel so that the work will move 
from clerk to clerk straight down 
the line. We have balanced the 
personnel so that no step is over- 
manned or under-manned in rela- 
tion to its companion steps. For 
instance, if the first step requires 
ten minutes and we have five clerks 
producing, then if the second step 
takes only two minutes, it is ob- 
vious that we will need only one 
clerk. 

he > ae 


NOW that we have completed our 
system, we want to control it so 
that the Department head will 
know what is going on. He cannot 
do this by sitting at his desk and 
looking over the assembled multi- 
tude. Therefore, we start a daily 
control which will show daily how 
much work has been received, how 
much has been produced and the 
amount left to be done at the end 
of the day. 

Our Automobile Department 
not only issues the policy but does 
all the accounting and billing in 
connection with it. We keep a 
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record of new business, applica- 
tions, renewals, endorsements and 
cancellations from the Underwrit- 
ing Division and the billing of 
new business, renewals and ad- 
justments from the Accounting 
Division. The Department head, 
with this control, should be able 
to tell in five minutes every morn- 
ing what the condition of the 
work is in his entire Department. 

Each day each Division head 
reports to the Department head 
the amount of work received dur- 
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Desks Should Not Be Idle When 
Salesmen Are Out 





ing the day, the amount produced 
during the day and the amount 
unfinished at the end of the day. 
This information is tabulated on 
a control sheet and the Depart- 
ment head is then able to determ- 
ine whether the Department is 
running smoothly or not. If the 
amount of work on hand is stead- 
ily increasing day after day, he 
knows that there is trouble, that 
he may be approaching a jam, and 
can investigate to remedy the sit- 
uation before he finds himself in 
the middle of a jam. He also 
knows what should be produced 
on each kind of work. He knows 
the number of clerks he has pro- 
ducing and can tell whether he is 
getting a fair day’s work or not. 
As a result, the unit salary cost of 
doing work in this Department 
has decreased 20% in two years. 
The clerks are not working harder, 
but they are working more con- 


sistently. 
> > > 


IN ONE Department where I 
started this plan in our own com- 
pany, I had to argue more or less 
for two weeks before the Depart- 
ment head would accept the plan. 
He thought it was useless and in- 
volved too much work on the 
clerks in the Department. The 
major objection, though, although 





not stated in so many words, was 
that it was something new and of 
course there are always objec- 
tions to something that is differ- 
ent from the established routine. 

An auxiliary method of finding 
out what is wrong is to make a 
study of the complaints received 
in the Department and classifying 
them according to kind, such as 
poor service, inaccuracies, etc. A 
serious complaint will soon make 
itself felt because its frequency 
will be apparent and that com- 
plaint should be looked into. 

In a large Department Store in 
New York this plan was tried and 
it was found that they received 
1,000 complaints of one kind in 
one month. This was a pretty 
serious proposition and investiga- 
tion showed that the instruction 
book that each of the clerks was 
given was ambiguous in one place. 
By changing four words in the 
instructions the numerous com- 
plaints practically disappeared 
the following month. 

This shows in a rather general 
way how a production machine is 
designed, assembled and _ con- 
trolled. Let us go now from a 
general trouble to a specific one. 
Suppose our department is func- 
tioning better and the cost of 
handling the work is beginning to 
fall. Then the Sales Department 
complains that the new business 
policies are not being delivered 
soon enough. Of course, the ideal 
of a salesman is to deliver a policy 
before he has obtained the appli- 
cation and I doubt if any methods 
engineer can meet this high stand- 
ard. However, we do expect to 
give reasonable service and the 
mailing records show that four or 
five days is elapsing between start 
and finish. The department head 
gets excited, looks over his con- 
trols once more and sees that 
there are no alarming symptoms. 
What is wrong? 

> rs Se 


IF YOU watch a clerk work, you 
will find that he takes a piece of 
work from a large pile, does 
something to it and then places it 
on the other side of the desk, re- 
peating the operation reducing 
the pile on one side and increasing 
the pile of work on the other. In 
other words, the work is not mov- 
ing away from his desk but only 
around it. In studying the flow 


of work through the routine, it 
will be noticed that most of the 
time the work is lying idle wait- 
ing to have something done to it 
or waiting to be moved to the next 
(Continued on Page 27) 














Health and Accident Insurance 


Consideration of The Economic Aspects of Providing Against The 
Hazards of Personal Misfortunes 


yet, appreciate the far- 

reaching significance ot 
health and accident insurance in 
any well-organized system of 
economic endeavor. Although 
differing from life insurance in 
the details of operation and the 
problems of practical conduct, 
their mission is similar when 
considered broadly in that they 
also serve to indemnify against 
the loss of the current earning 
capacity of human lives. The 
purpose of any type of insurance 
that applies to the person, as dis- 
tinguished from property, should 
be interpreted in an economic 
sense. And from that viewpoint, 
the human life value, as measured 
by its current earning capacity, 
may be lost in one of three ways, 
namely, (1) through actual pre- 
mature death during the working 
period of life and before the age 
of retirement is reached, (2) 
through gradual and natural de- 
preciation during the working 
period of life until the human 
value in an economic sense is 
presumed to have depreciated to 
zero, and (3) through incapacity, 
occasioned by ill-health or acci- 
dent during the working period 
of life and often called the “living 
death” when the case is serious, 
when the victim, although living 
in body, is deprived of his income 
producing power either partially 
or totally, and either temporarily 
or permanently. 
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THESE three hazards constitute 
the three greatest gambles for 
the average man. In any well- 
organized household it should be 
a primary duty of the family head 
to safe-guard his dependents and 
himself against such appalling 
risks. Their likelihood of strik- 
ing is at least thirty times as 
great as the hazard of fire, and 
yet how careful we are to insure 
our property. Nor will it do to 
put dependence upon the saving 
of a sufficiently large emergency 
fund out of the current earnings, 
because few have that ability and 
all should remember that it takes 
time to save a competency. In 
the meantime, while the saving 
effort is proceeding, the worst 
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may happen, thus making it ap- 
parent the necessity of insurance 
against the savings period being 
cut short by death or disability. 
Insurance — life insurance and 
health and accident insurance— 














The Welcome Visitor 


alone can give the certainty that 
is needed by the average family, 
life insurance protecting against 
the first two of the three afore- 
mentioned hazards to which the 
life value is subject, and health 
and accident insurance perform- 
ing the same function with re- 
spect to the last. Both types of 
insurance have the human life 
value as their basis and both are 
practically co-extensive as_ re- 
gards the number of lives that 
need the insurance service. 

















How to Stop a Bad Leak 


THE family should always be 
maintained on a basis of solvency 
and should be protected, through 
the medium of life and health 
and accident insurance, against 
needless bankruptcy. Yet in the 
great majority of cases, the only 
real economic asset behind the 
family is the current earning 
capacity of a bread-winner. In 
a majority of instances also, the 
difference between reasonable 
comfort and subsistence and 
actual want is only a few weeks 
or months. Few indeed are the 
families whose emergency savings 
fund is sufficient to tide over even 
a year following the death or dis- 
ability of the income producer. 
And in this connection we should 
never forget, as I had occasion 
to state recently: “That dis- 
abilty, especially where it is com- 
plete and of long duration, is 
often more terrible to the family 
in its economic consequences than 
is actual death. Rendered use- 
less, the family head not only re- 
quires normal maintenance but 
also abnormal medical or other 
costly personal attention. He 
thus constitutes an extra financial 
burden to the family, making its 
lot worse than would be the case 
if the victim of ill-health or acci- 
dent were actually dead. 


Economic Services of Accident 
and Health Insurance 
Sumarized 


IT IS strange how, in contrast 
to general health and accident 
insurance, we have emphasized 
by discussion and statute the 
importance of workmen’s com- 
pensation. Yet industrial acci- 
dents in the aggregate are of less 
importance economically than are 
non-industrial accidents, and the 
economic waste associated with 
industrial disease, as well as non- 
industrial ill-health, vastly ex- 
ceeds that resulting from all types 
of accidents combined. What dif- 
ference does it make to the de- 
pendent family as to how the 
income production ceases? The 
important thing to the family is 
that the producer is dead or dis- 
abled, and not the cause of the 
death or disability. The fact of 
the loss of current income having 
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occurred, the all-important thing 
from the standpoint of family 
and Society is the economic 
remedy. Briefly summarized, the 
economic services of health and 
accident insurance are the fol- 
lowing: 


(1) The life value, as measured 
by earning capacity, is an asset 
quite as much as tangible prop- 
erty, and for the great majority 
of families it is the only sub- 
stantial asset there is. This asset 
needs to be insured against death 
and disability just as surely as 
cur property assets are almost in- 
variably protected against the 
hazards of fire and marine perils. 
With respect to property values, 
the principle of indemnity is ap- 
plied as a matter of ordinary 
business precaution. Why should 
we not regard equally important 
the monetary worth of our earn- 
ing capacity, and what reason can 
be advanced against an equally 
universal application of the prin- 
ciple of indemnity to our life 
values? 


(2) In nearly all families, one 
of the outstanding problems, 
aside from the indemnification of 
lost earning capacity, is the con- 
servation of the existing family 
estate. Yet we should know that 
in the overwhelming mass of 
families serious disability of the 
family head, or of members of 
his family, mean, in the absence 
of adequate insurance, an impair- 
ment or complete dissipation of 
any existing property accumula- 
tion. Health and accident insur- 
ance, therefore, serve a double 
purpose in that they protect 
against the loss of existing prop- 
erty as well as the loss of current 
income. They are property insur- 
ance with respect to the family’s 
existing estate just as truly as are 
cther forms of property insurance, 
the only economic difference being 
that of the cause of the loss. 


(3) In all forms of risk bearing, 
it is essential to have the risk 
ynalyzed with reference to the 
degree of hazard involved and 
the premium charge that approxi- 
mately measures that degree, so 
that there may be justice between 
the various classes who buy the 
protection, due regard being had to 
all the variable factors that pres- 
ent themselves in connection with 
the special circumstances sur- 
rounding different clients. Health 
and accident insurance must 
render this service just as do the 
other types of insurance. 
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(4) Our current earning capac- 
ity should be preserved as a 
working force just as continu- 
ously and as long as possible. 
Prevention of loss in the field of 
property is claiming the closest 
attention of property insurance 
companies, and they make this 
service one of their outstanding 
functions. Indemnity and pre- 
vention of loss should always be 
coupled. This union of effort 
needs to be applied with respect 
to the life value quite as much as 
is now done in the field of prop- 
erty values. Prevention of loss 
is real insurance in the last analy- 
sis, and health and accident com- 
panies are equipped in their way 
to participate in the “safety first” 
movement, through educational 
and other helps, just as compre- 
hensively as are the other types 
of insurers. 


The Business Only in Its Infancy 


THE future of accident and 
health insurance lies ahead and 
the surface has hardly been 
scratched thus far. When vision- 
ing the future, our emphasis 
should be on the broad economic 
basis of this type of protection 
and its imperative need, and not 
upon the statistics of premium 
income as published by the com- 
panies. These figures may seem 
large but they are woefully small 
compared with what they ought 
to be and with what they will be 
before long when the economic 
lesson has been conveyed properly 
to the millions of laymen. 


The immenseness of the un- 
touched field may be indicated by 
a few figures, although they can 
only be rough approximations. 
Our 38,000,000 wage and salary 
earners are said to have a current 
annual income of between 50 and 
60 billion dollars, and when capi- 
talized at 5 per cent this huge in- 
come represents a principal sum 
about four times as great as the 
aggregate of all of this nation’s 
320 billions of property values. 
All of this enormous working 
value of human lives is subject to 
temporary interruption or total 
loss through sickness or accident, 
whereas probably half of the 
lesser property value is not sub- 
ject to loss through the hazards 
commonly covered by the custom- 
ary forms of property insurance. 
As I stated at the last annual 
meeting of the health and accident 
underwriters’ conference: “It 
may safely be stated that the an- 
nual sickness and accident toll 





exceeds the financial loss occa- 
sioned by the fire and marine haz- 
ards by over three times. Yet 
with a ratio of loss and claim 
expenses to premium income ap- 
proximately the same, the pre- 
miums paid for accident and 
health insurance in the United 
States during 1924 were only 
about one-eleventh of those paid 
for fire and marine insurance. 
Even if we add to accident and 
health insurance, compensation 
and the other forms of casualty 
insurance that pertain to the per- 
son, we shall still find that the 
aggregate premiums paid repre- 
sent only about one-fourth of the 
premiums paid for fire and ma- 
rine insurance.” 


Major Principles That the 
Insured Should Observe 


BEARING in mind the vital im- 
portance of the preservation of 
the monetary worth of current 
earning capacity for the continued 
welfare of self and home, it fol- 
lows that the real problem of the 
average family head with respect 
to health and accident insurance 
is the purchase of all-around life 
value protection. In particular 
cases there may be justification 
for policies limited in their cover- 
age to specific activities only, or 
with respect solely to certain 
designated types of accidents or 
diseases. But as a general propo- 
sition, if uncertainty in family 
economic affairs is to be changed 
into certainty, the real heart of 
health and accident insurance is 
to be found in full coverage con- 
tracts, free from restrictions as 
to kinds of accidents and diseases 
and unlimited in their application 
as to all normal pursuits. Limited 
contracts, although fair enough 
from the standpoint of protection 
granted for the premium paid, 
necessarily involve an element of 
great uncertainty, since the very 
risk that is not included may be 
just the one that happens to strike 
the individual insured. In that 
event he and his family would 
be unprotected just as though no 
insurance had ever existed. The 
dyke that protects the family 
against loss of earning power 
through accident and _ ill-health 
must not contain loopholes. The 
average layman, incapable of dis- 
criminating between the serious- 
ness of various classes of acci- 
dents and ailments, even assum- 
ing that that can be done safely 
in any case, should ever have his 
attention riveted to the fact that 
(Continued on Page 18) 














A Mutual Casualty Budget 


Operation of Practical System of Forecasting 
Expense for An Insurance Office Year 
By E. ALFRED DAVIES 


Budget Supervisor, Liberty Mutual 
Insurance Company, Boston, 
Massachusetts 


get is a statement of plans 

for the coming year. But it 
is somewhat more than that—it 
includes much that has always 
been a part of business procedure, 
and adds something new. To 
quote a recent speaker, “Budget- 
ing is a method for combining the 
co-ordinated intelligence of an en- 


S PEAKING generally the bud- 


tire organization into a plan 
of activity based upon records 
of past performance and gov- 
erned by a rational judgment 
of factors that will influence 
the course of the business in 
the future. This coordination | 
includes expense control, sales | 
quotas, planning of production, 
method study, and much other [| 
that has been and still is a | 
part of the business man’s ex- 
perience. And yet to each man 
the budget will mean just what 
he makes it to mean; it can be a 
loose, easily-avoided piece of ac- 
counting verbiage, or a compel- 
ling, pre-determined plan, which 
leads, and is made to lead, to the 
desired goal. The Liberty Mutual 
has thought of, and worked with, 
the budget as a complete and com- 
prehensive program, which covers 
every part of the organization, de- 
termining what is to be the reve- 
nue for the coming year, and what 
is to happen to that revenue, and 
why. Each part of the program is 
known in detail, and if each part 
comes out as forecast, then the 
result must eventuate. So, as the 
year proceeds, the actual happen- 
ings are checked with estimates, 
and action taken accordingly it 
any is needed. 

A part of any Budget Plan is 
the formation of Balance Sheet 
and Profit and Loss Statement, 
made in advance, and indicating 





what is to be the condition at the 
given future date. As has been 
well said: “The old way was to 
cxamine the status of the business 
at the end of the year, when all is 
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over —a ‘post mortem’ so to 
speak. The new way is to plan 
for the year in advance. 

The object of the present-day 
business budget is so carefully to 
gather and co-ordinate the plans, 
estimates or forecasts of a busi- 
ness, that whether they have been 
carried in the head or in the 
books, the most exact, complete, 
and successful plans for the busi- 
ness may be made for as long in 
advance as possible. It is in effect 
establishing a fixed railway time 
table for the arrival of a fixed ratio 
of protit at the end of the year. It 
is, in the sense, ‘a dollar dispatch’ 
to safeguard the dollar on its 
journey toward profit. Any de- 
parture from schedule can _ be 
checked immediately. . The 
budget sets definite goals, and 
rings alarm bells.” Again, 
an apt phrase is that the Balance 
Sheet tells us where we are; the 
Profit and Loss Statement indi- 
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cates how we got there; but only 
the Budget can tell us where we 
are going! 
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IN THE very making of the bud- 
get there is a gain—for the prob- 
lem is broken down into separate 
units, each one of which is 
it is a method that gets 


studied ; 
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into the works, that tales the 
| watch apart, as it were, to see 
what makes the wheels go 
’round—only puts it together 
without the proverbial thir- 
teen parts left over! The fact 
that executives have to con- 
sider, and to weigh, the im- 


|| portance of alternatives, is 


| valuable exercise, for proposed 
changes for the future are 
* weighed in the light of what 

happened in the past, are 
pondered upon as to the full and 
ultimate effect on both revenue 
and expense. And these execu- 
tives must be in constant and 
complete co-operation before any 
budget plan can hope for success 
—the whole story must be known 
to the department heads, and the 
relation of each to the total clearly 
seen, As Mr. Bruere has so well 
put it in his excellent paper, in an 
organization the individual mem- 
bers are inclined to be spiders, 
weaving webs about themselves, 
and wary lest some brother execu- 
tive trespass upon forbidden 
ground! But with the common 
aim known, and constantly before 
them, each one realizing that if 
his part is done, then the whole 
will be accomplished, there results 
a measure of co-operation which 
compels success! No less neces- 


sary than the preceding, however, 
is the fact that the Administration 


must be “sold” on the plan; not 
<i. 
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simply complacently acquiescent, 
but thoroughly in agreement, so 
that no steps are taken unless in 
line with the original or with a 
nodified budget, and so that all 
executives know that the manage- 
ment is solidly behind the budget 
plan. Still one more factor, which 
is essential—and that is, the bud- 
get must have someone to carry it 
through, to see that it works, and 
to handle the day-by-day questions 
which arise, for, to use a varia- 
tion, many Budgets are 
called, but few are chosen! 
Unlike Topsy, the Budget 
will not just grow, but re- 
quires constant vigilance on 
the part of all, but particu- 
larly of the one who is put 
in charge of it. The reason 
for this is obvious—if there 
be departure from the pre- 
determined plan, then the 
whole journey will be askew, 
and instead of landing at the 
agreed port, the vessel will 
dock at some chance harbor. 
Who should be responsible? 
That will vary with the spe- 
cial needs of the individual 
company—with us, the 
Comptroller is the financial 
officer in charge of the 
budget. 
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WHILE the Budget must be 
a definite program, intended 
to be carried out, yet there 
must be a certain amount of | 
freedom to change the plan 

if circumstances require — 

for example, should opportunity 
arise for increased revenue at a 
justifiable expense, no budget 
scheme ought to interfere—but 
rather, would aid, by working 
out the details of the addition, 
and incorporating the results into 
the original plan. In this way, 
no steps are taken in the dark, but 
the results are known beforehand, 
and the final effect on the entire 
program is seen. Again, smaller 
matters might arise, hardly justi- 
fying an entire reconstruction ot 
the budget plan, and yet impor- 
tant enough for the department 
head concerned. Such matters 
might be, for example, increased 
expenses, and can be met by hav- 
ing available an Emergency Fund, 
from which grants can be made, 
acding to the budget of the execu- 
tive whose need has been ap- 
proved. This Fund, however, 
should not be too readily avail- 
able—the Liberty’s arrangement 
is that only the President can 
make grants from the Emergency 
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Fund, and his signature is re- 
quired before the budget officer 
will change the budget of any 
department. In speaking of the 
budget, as exemplified in the ex- 
perience of the Liberty Mutual 
Insurance Compny, while we have 
used the plan for several years, 
with reasonable success, yet let 
me say at once that we realize it 
is but one of many factors in the 
business: we do not set it up as 
a magic wand, a cure-all—it is a 





surance is largely governed by 
the amount of the policyholder’s 
payroll, and that amount cannot 
be known, of course, until after 
the expiration of the policy. Con- 
sequently, when the policy is 
taken out, the practice is for the 
employer to estimate his payroll, 
and to pay premium based on that 
estimate. At the expiration of 
the policy, or at agreed intervals, 
the policyholder furnishes the in- 
surance company with a state- 
ment, setting forth the ac- 
tual payroll, and then the 
premium is adjusted up or 
down accordingly. So that, 
since the policies are issued 
for a year it is always at 
least 12 months before we 
can know exactly how much 
we have earned on the policy. 





But meantime, the insurance 





company has been ready, and 

















has furnished services—pay- 
, ment of compensation, doc- 
tors and nurses, engineers’ 
co-operation in safety meas- 
; ures, and all the many ways 
+4) in which the Company works 


| 4 with the policyholder to the 
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servant, not the master; it is a 
tool at the hand of the Admini- 
stration; it is an architect’s plan 
from which the construction pro- 
ceeds; it is a chart to help the 
captain direct his vessel. 


The Unusual in Casualty 
Insurance Budgeting 


THERE are many kinds of cov- 
erage comprised under the term 
“Casualty Insurance.” No mat- 
ter what the business, all indi- 
viduals are certain that their own 
line is most difficult, or is so differ- 
ent that it cannot be made to fit 
the budget plan. And in some 
branches of Casualty Insurance 
there are certain features which 
distinguish it from other lines. 
In particular, I refer to the earned 
premium under the Workmen’s 
compensation .and Employers’ 
Liability Insurance—that is, the 
form of coverage which protects 
the employer in the matter of in- 
dustrial accidents to his workers. 
The premium on this form of in- 


best interests of all con- 
cerned. Given a constant 
wage, then variations in pay- 
rolls mean changes in the 
amount of exposure to acci-— 
| dent, either through altered 
- hours of work or by reason 
of more or fewer workers. 
Therefore, if the policyhold- 
er’s payroll increases beyond 
the estimate that means the 
hazard of a larger number of 
accidents; whereas if payrolls 
should be less than estimated, 
there is a tendency in the other 
direction. These variations are 
reflected, of course, in the amount 
paid out for compensation and in 
the expense consequent upon the 
claim adjustment service. (See 
Chart I, illustrating how payrolls, 
number of employees, and acci- 
cents reported, have followed the 
same trend; data taken from offi- 
cial documents of New York 
State.) It will thus be seen that 
the actual requirements, in carry- 
ing out protection under a policy, 
might be quite a little, either up 
or down, different from the in- 
dication furnished by the amount 
cf the estimate, made when the 
»0licy is first taken out. 
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ONE of the first details in budget 
making is to estimate what the 
earnings are to be. But under 
the conditions just described, how 
can we know the actual earnings? 











For instance a policy written in 
January, 1926, at say $1,000 
advance premium, will not be 
audited, and the final payroll 
known, until January, 1927—how 
much has been earned on that 
policy during 1926? And, again, 
during 1926, we are to pay back, 
or to receive additional premiums, 
on the 1925 issues when those 
pclicies come up for audit on ex- 
piration—when was that added 








premium really earned? Under 
the Statutory Method, as it is 
called—that is, the method pre- 
scribed by the Convention Blank 
—Earned Premium consists of a 
portion of the advance premiums 
received, plus all the audits when 
received, regardless of month or 
year of issue. Thus, under that 
plan, the earnings for January, 
1926, are made up of a part of 
each of twelve months’ advance 
premiums, together with the 
audits received in January, no 
matter whether those audits, or 
added premiums, were on 1924 or 
1925 issues, or whether of Janu- 
ary or December issue. . But is 
that amount, strictly speaking, 
the actual earnings? It is a 
very convenient, easy, and ready 
method, but if we want to know 
exactly what we are earning, a 
further step is necessary—and 
that is, to estimate what we shall 
actually earn in any given month, 
no matter when the amount is to 
be received. For example — to 
learn the earnings for January, 
1926, issues, we must look for- 
ward a year, and estimate what 
the amount of payroll is to be, and 
what will be the resulting audits 
in January, 1927. And, at still 
further distance, we must esti- 
riate the advances to be paid to 
us in December, 1926, as well as 
the audits to be made on those 
policies in December, 1927, or in 
January, 1928. 
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THERE are some who will say 
this is an academic distinction, 
and that the ordinary method of 
figuring earnings is satisfactory, 
since the audits. come in eventu- 
ally, and so the Company gets 
what it has earned, even though 
delayed. Let us discuss this for a 
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moment—you know the story of 
Daniel Webster; how he was as- 
sisting in the defense of a certain 
trial, and came in hurriedly at the 
last minute, to make the sum- 
ming-up for his client. He had 
spoken for some time when one 
of the lawyers associated with 
him whispered, to remind him 
that he was for the defense, 
whereas he was speaking for the 
prosecution! Webster, with hard- 
ly a twicht, said, “Your honor, 
that is how I would have argued 
had I been with the prosecution 
in this case; but... .” and he went 
right on to demolish the elaborate 
structure he had erected! Tak- 
ing, for a little while, the position 
of the opponent; he would doubt- 
less argue that since the earnings 
actually are received, sooner or 
later, why go into any accounting 
theory in order that so-called true 
earnings might be worked out? 
He would say that there are cer- 
tain jobs to be done—so many 
bricks to be laid; that is, policies 
to be issued, accidents to be taken 
care of, inspections to be made, 
and so on. Why not go ahead, 
and do these, without worrying 
about actual earnings as con- 
trasted with what is coming in! 
He would say, furthermore, that 
the audits we are receiving today, 
as a result of last year’s earnings, 
can be figured as offsetting what 
we are earning today and which 
will be received next year. So, 
all in all, the opponent will make 
cut a case. 
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IN answering these contentions, 
let me say that the general argu- 
ment would be true if the given 
company were always doing the 
same pro rata share of business; 





and if the total amount of busi- 
ness were always on an even keel. 
Even this must be qualified, by 
adding that the company’s writ- 
ings would have to be of the same 
average distribution, as to risk 
and location. But since all these 
factors vary from year to year, 
it is our belief that a better meas- 
ure of earnings is to work with 
the. current payroll data, one 


method of which I hope to de- 
scribe briefly. To emphasize this 
point, there has been drawn Chart. 
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II, which compares, theoretically, 
the results from the two earnings 
—Statutory and Company Esti- 
mate. These curves are a sort of 
composite. Note the areas of non- 
conformit y—indicating the 
amount by which apparent earn- 
ings were under or over the actual 
fact. There is a distinct contrast, 
and it would make all the differ- 
ence in the world, whether ex- 
pense was based on the one line 








or on the other; whether prepara- 
tions were made to handle work 
as indicated by the lower or the 
upper line. And the volume of 
work varies with the premium 
really being earned, True, the 
number of accidents reported 
from month to month will be an 
index to the amount of work, but 
not in itself a conclusive proof, 
for the frequency element is in- 
volved, as well as the question of 
malingering in times of poor busi- 
ness as against good business. On 
the Chart (No. II) you will note 
less variation in the last year or 
so—that is because the payroll of 
the country has not been swing- 
ing in the violent way it did a 
few years ago; but there are still 
differences, and any marked 
change in business, from the pres- 
ent level, either up or down, will 
bring out more strongly the need 
for a measure of actual earnings 
iz: contrast with the apparent 
earnings as shown by receipts of 
premiums. 
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WHY do we dwell on this ques- 
tion of actual earnings? Because 
it has direct relation with the 
problem of expense. From each 
dollar earned, there must come, 
first, the indemnity payments, 
either immediate or in reserve; 
second, the amount required for 
expense in conducting the com- 
pany; and then the remainder for 
dividends to policyholders and for 
addition to surplus. And the 
money really available to spend 
for doing the work is either more 
or less, according to whether 
earnings fall or rise; and these 
must be the earnings of the actual 
period, not of a prior period! 
When the need for retrenchment 
is made plain, through the opera- 
tion of agreed indices, then ex- 
pense must be cut—regardless of 
the fact the receipts seem to indi- 
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cate ample earnings. The method 
of cutting, the ways in which the 
program shall be trimmed, and 
such questions, must be decided 
by the particular company—but 
there are always ways of doing 
this in corporate life, just as there 
are in private life; the individual 
has to plan his ways, to live with- 
in his income, and if that income 
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be cut, then he manages to get by 
—makes the suit last longer, uses 
a Ford instead of a Packard, and 
«ven omits some of the frills from 
the menu. Just so is the problem 
in the business world, and we be- 
lieve the Company is better off 
to know ahead of time just what 
the situation is to be, than if it 
waited until the cold facts forced 
realization of current conditions, 
with hasty attempts at the last 
minute to make the cloth sufficient 
for the garment. 


The Liberty Mutual Budget 


THE Budget, as already ex- 
plained, is a complete story of the 
expected results from the activi- 
ties of the coming year. For us, 
therefore, the actual document 
consists of various schedules, list- 
ing: 

1. Premium Writings, by kind 
of insurance, by entry and by 
months. 

2. Premium Earnings, by kind 
of insurance, by months: (a) 


Statutory; (b) Company Esti- 
mate. 
3. Expense, by departments, 


and kind of expense. 
4. Losses Incurred, by kind of 
insurance, 

5. Balance Sheet. 

6. Profit and Loss Statement, 
by kinds of insurance. 

7. Supporting schedules, 

Premium Writings and Earn- 
ings. As we go from one year to 
the next, there are four planks 
ix the bridge, as it were. Start- 
ing with the Earned Premium of, 
say, 1925, we must consider: A. 
The business which will not be 
renewed; B. The New Business 
which will be added; C. The 
change in premium rates; D. The 
level of the payroll curve. The 
first three factors apply to all 
kind of insurance, and the last to 
those lines which depend upon the 
amount of payroll. Those lines 
which involve just the one pre- 
mium payment, such as most of 
the Automobile insurance, require 
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enly a simple plan for budgeting; 
we use the Premium-in-Force rec- 
ord, and list, by months, the 
amount of insurance which will 
come up for renewal in the next 
year. Modified by the first three 
variations, these monthly results 
furnish us a budget for the com- 
ing year’s writings, divided be- 
tween new and renewal. For the 
earnings, it is only necessary to 
spread the writings, using the 
regular percentages, and adding 
in the unearned from the preced- 
ing year; this spread gives the 
unearned premium as of the end 
of the budget year, which figure 
is then available for the Balance 
Sheet. 
> > > 


FOR the insurances which de- 
pend upon the payroll, the plan 
requires that a forecast be made 
of the payroll trend for the next 
two years. We have made a num- 
ber of studies, and have come to 
the conclusion that the progress 
of our policyholders, taken as a 
group (and eliminating the effect 
of New Business additions), is 
very similar to that of the pub- 
lished payroll indices. Chart III 
will illustrate the likeness between 





four of these payroll lines—the 
Nation, New York, Massachu- 
setts, and Wisconsin. The Na- 
tion’s curve is that of the Bureau 
of Labor Statistics, and has been 
available as early in the foliowing 
month as any of these statistics. 
New York’s curve represents a 
good cross-section, and for some 
time we used that curve as the 
basis of our estimating; the re- 
port, however, does not come to 
hand quite so promptly as the 
Massachusetts and Federal state- 
ments, and time is essential in 
any comparison of results. One 
test that can be made is to weigh 
each of the payroll indices in ac- 
cordance with the company’s own 
proportion of business in the sev- 
eral territories, and then make a 
composite curve. Still another 
test is to take your own business, 
by distribution of lines of indus- 
try in a given area, and weigh it 
according to the changes shown 
in the payroll report from that 
area. These indices, then, tell us 
what is happening to the payrolls 
of policyholders, and gives the 
word some time before the re- 





ports of actual results can be 
received, 

But these reports give up to 
within a month or so—what of 
the future, for budget purposes? 
The payrolls in 1926 will depend 
upon the direction of business 
during the year—is the country 
to have an era of boom, or one 
of depression ; is it to be a healthy, 
steady growth, or a_ halting, 
slightly downward movement? 
Of course, no one knows for a 
certainty—for if we did, we would 
probably be doing something 
vastly different from what we are 
now doing! But assume that in- 
dications point, short of war or 
like calamity, to a quiet continu- 
ance of the present status. Then, 
on a chart, we would bring the 
payroll curve up to as late a date 
as possible, and then draw a con- 
tinuation, in the direction that 
seemed most likely to fit the re- 
sults as we felt they would be. 
With that line as a base, we can 
proceed to work out a budget. 


SS 


THE first step is to estimate the 
amount of advance premiums— 
that is done from the Premium- 
in-Force record, since that book 
tells the amount of advances on 
the books, by months. After 
modifying these, by the three 
factors already mentioned, we 
have the renewal advances to be 
written in the coming year. The 
second step is to work out the 
amount of audits to come, in 1926, 
from the advances paid to us in 
1925. For this purpose, we list 
policyholders by months, keeping 
a running record—but for illus- 
tration, I will use one assumed 
policyholder. We find that, for 
the policy year ending January, 
1925, this policyholder paid us 
$1,100 total premium; and that, 
in January, 1925, he paid us 
$1,000 as advance on the new 
policy. We look at the payroll 
curve, and add up the indexes for 
the months of the year ending 
January, 1925—let us assume it 
averages 100. Next we add up 
the indexes of the payroll line for 
the year ending January, 1926— 





let us assume the total is 105. 
Thus, the experience of our policy- 
holder is to be that he will pay 
out 5% more payroll in the year 
(Continued on Page 19) 














The Trend of Business 


Influence of Crises In Foreign Countries and 
Money Conditions in America 


OREIGN developments have 

been the center of interest 

during the last month. A 
general strike in England, a revo- 
lution in Poland, the fall of a 
cabinet in Germany and extreme 
weakness in the franc and lire 
have characterized foreign devel- 
opments. Of these the chief in 
interest from the viewpoint of 
American business 


By RICHARD S. CONWAY 


Vice President, 
Brookmire Economic Service, 
New York 
find a formula for the settlement 
of the coal strike is only one 
symptom of the basic difficulty. 
While the strike is over, this 
fundamental reason still remains. 
It is probable that the English 


with March, the actual figures 
show a relatively slight decline 
of about 2%. Seasonal conditions, 
however, called for a marked in- 
crease in April over March. Tak- 
ing this into consideration, the 
actual decline was very close to 
15%. So many prophecies of a 
smash in the construction field 
have been made in the last two 
years and have gone 





was the British gen- 
eral strike. Officially 
it has been settled, 


with the govern- 
ment the victor; 
basically, however, . 


the acute problems 
which brought it 
about still remain. 
On this basis 
neither side has 
won. The thorough 
revision of the Eng- 
lish economic struc- 
ture which was at 
the root of the dis- 
turbance still re- 
mains to be accom- 
plished. 
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IT WAS not a ques- 
tion of the coal min- 
ers in themselves 
which caused the 
strike. Their diffi- 
culties were part of 
a decidedly more 
serious _ situation. 
England’s industrial 
supremacy before 
the war was based 
on two factors,—cheap raw mate- 
rials and cheap labor. Of the 
cheap raw materials, the most 
important was coal. In mining it 
more emphasis was placed upon 
the then cheap labor than upon 
highly developed mechanical 
processes. The same feature 
characterized several more of her 
basic industries. 

During the war the British 
workmen as did his fellows in 
other countries, won a decidedly 
higher wage position and this ad- 
vantage has since been held. The 
result has been to put many of 
the basic industries of England 
at a competitive disadvantage, 
especially with her continental 
industrial rivals. The failure to 














John Bull Is Beginning to Worry Over His Business 


economic difficulties will at inter- 
vals continue to disturb the inter- 
national industrial situation for 
years to come. 


Domestic Developments 


IN THE last month business ac- 
tivity as a whole has remained 
close to the high March levels. 
It sagged a little in April but not 
sufficiently to mark any down- 
ward trend. Production volumes 
remained practically the same as 
in the preceding month. Volumes 
of goods going into consumer 
channels also held close to the 
March levels. 

Construction work developed 
some evidences of weakness. On 
the April reports as compared 








unverified that it 
would be dangerous 
to mark last month 
as the turn in the 
building industry. It 
is an indication, 
however, that will 
bear watching in the 
coming months. 


Volume of for- 
ward orders again 
has shown a decline. 
From the figures 
and from trade re- 
ports, the assump- 
tion would seem 
warranted that busi- 
ness is once more in 
as acute a stage of 
hand-to-mouth buy- 
ing as it has been at 
any time in the last 
three years. 


Price Weakness 


GENERAL prices 
last month again 
showed a slight de- 
cline. This is the 
fifth successive 
month of sagging in 
general prices. Price trends do 
not warrant an over-optimistic 
view of the future of business 
activity, when viewed in the light 
of current high productive output. 
As in the three preceding years, 
it again appears that manufactur- 
ing capacity has outstripped even 
a high consumer demand. The 
prevalence of hand-to-mouth buy- 
ing is a confirming indication. It 
would seem now as though busi- 
ness was going to repeat its move- 
ments of several years and that 
a relatively dull summer, in com- 
parison with the high rate ot 
activity of last fall and the early 
winter, is in view. 
(Continued on Page 18) 
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The Perilous Pleasures 
of Summer 


OW is the time when all good men, who have 
toiled through winter and spring, begin to 
_ think about the joys of vacation. On your 
private calendar, probably, two, three, perhaps as 
many as four weeks, are checked off, and you and 
your family count the days which intervene until 
the first checked day will arrive. 
_ For most of us the ascending curve of pleasure 
in the year’s graph reaches its highest point some- 
where in that vacation period. The burdens and 
anxieties of work are laid aside and we approach 
as nearly as we may in this humanly imperfect 
world the delight of doing not what we MUST, but 
what we PLEASE. In the philosophy of this writer 
the recurrence of such opportunity, after intervals 
of labor not too long, is essential to the physical, 
mental and spiritual welfare of all of us. It is 
as necessary to take time for recreating the energy 
of the human individual as it is to take time for re- 
charging your radio batteries. The best super-het 
in the world will run down, and become a mere 
gibbering mechanism, stuttering into silence if its 
batteries are allowed to exhaust themselves. And 
the most dynamic personality will run out of pep, 
degenerating into flabbiness of thought and will 
or jangling off in explosions of nervous static, if 
it is not replenished by new supplies of vital force 
from Nature’s reservoirs. 
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WE DO not need to expatiate on the pleasures of 
Summer. Each reader has his own conception of 
what constitutes a perfect vacation. Many will 
choose to get out the family car and hit the pike 
for a long run. Good roads multiply, and their 
ramifications lure to new scenes, Others will prefer 
a shorter journey with a terminus in North woods 
by some lake or stream of piscatorial possibilities. 
Some will stick to communal methods of travel— 
railroad, motor bus or cruising water craft. Lucky 
friends of our acquaintance are headed for Europe. 
Whatever be the personal preference, pleasure is 
the objective. 

But, as we have hinted, this is an imperfect 
world, and pleasures are not without their perils. 
None of us like to think of perils in such associa- 


tion, and most of us banish: the thought when it 
bobs up, because it is uncomfortable and disturbing. 
But the wise among us take sufficient thought to 
make provision against the ever possible danger, 
so far as a little intelligent foresightedness can 
make it. 
> SS 

AT THE risk of ruffling the tranquility of your 
vacation dreams, consider for a moment what some 
of these perils are. To begin with there is the very 
obvious danger of accident to the conveyance in 
which you travel, and of consequent injury to your- 
self or loved ones. If the conveyance be your own 
car the property loss, aside wholly from any chance 
of personal hurt, is likely to take the joy out of the 
vacation by adding an expense which the budget 
did not contemplate. You are a careful driver, we 
concede; but the careful driver is not immune from 
peril. He must, unhappily, be a road companion of 
many a careless driver who will collide with him 
as cheerfully as with anyone. 

Summer is the outing season for the happy-go- 
lucky idiot as well as for the responsibly wise. The 
former tribe is populous; the roads and woods are 
full of him, Beware! 

SS a SS 


ACCIDENT, however, may result from quite un- 
foreseen causes. A man of our acquaintance lost 
three weeks of a month’s vacation last year by 
helping the expressman lift his wife’s trunk. There 
is a trick in lifting trunks. He did not know the 
trick—result, muscle fibres torn from the crest of 
his hip bone, lame back, lame leg, pain instead of 
pleasure. 

We take vacations for health’s sake, and some- 
times lose health. Typhoid has been traced to va- 
cations, due to the drinking of water from impure 
wells, or from supposed springs which are merely 
the outlet of surface drainage. Colds with serious 
aftermath are often incidents from vacation ex- 
posure. 

Precautions may be taken which will make less 
probable many of these ills, but no amount of pre- 
caution is infallible or wholly inclusive. The most 
comprehensive precaution—not preventing the ill, 
but mitigating its consequences should it befall—is 
health and accident insurance. This is so patently 
a sensible provision that we would expect it to be 
practically universal—as is insurance against fire. 
The fact is, however, that multitudes of people 
seem to think their houses of more importance than 
their health. 
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PROF. S. S. HUEBNER, of the University of 
Pennsylvania, in his article on “The Economies of 
Health and Accident Insurance,” contributed to 
this issue, points out the fact that although hazards 
of accidents and ill-health are thirty times as 
great as the hazard of fire, and the annual sickness 
and accident toll is more than three times the 
annual fire and marine hazard loss, yet the pre- 
miums paid for accident and health insurance in 
the United States during 1924 were only about one- 
eleventh those paid for fire and marine insurance. 

Nothing is so valuable as health and physical 
competency, and nothing is exposed to greater risks 
in our modern civilization. Summer is a time of 
peril as well as of pleasure. Insurance—mutual 
for preference—is the sane way of lessening the 
consequences of danger encountered. 











Life Lights on a Business Background 
Daylight Saving and the Thrift of Time 


Y PHILOSOPHER friend 
MI came out to take supper 
and spend the evening 
with me a few weeks ago. He is 
of the meditative type. living with 
his books and often far removed 
in mind from the world about 
him. His visits are infrequent, 
but valued. He dislikes the dis- 
turbance of travel which is in- 
volved in crossing a big city from 
his southern suburb to my humble 
dwelling on the remote northern 
periphery of the metropolis. 

In order to make his connec- 
tions he must come to the surface 
of his mind and take note of such 
matters as time-tables and trains 
end stations. That-annoys him. I 
have known him to journey two 
or even three stations beyond his 
destination, because the tempo- 
rary emergence from intellectual 
depths which made it possible for 
him to get the train had relapsed, 
no sooner was he seated, into a 
complete submergence, either in 
his own reflections or in the pages 
of the inevitable book from which 
he is never long or far separated. 
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WE WERE already at supper 
when he arrived. He looked a bit 
surprised when I greeted him at 
the door. 

“T thought you said 6 o’clock,” 
he expostulated gently, “and it is 
only 5:50.” 

“Tt’s all right, old chap,” I an- 
swered heartily. “It happens to be 
6:50, but we have saved a bite for 
you, and now you are here safe 
and sound nothing else matters. 
I thought you had probably gone 
on to Milwaukee.” 

“But your clocks must all be 
wrong,” he protested. “I took a 
5:10 train, and I know we were 
not two hours on the way.” 

“You didn’t allow for daylight 
saving time,” I explained. 

““Ah,” he said, and subsided into 
silence. I led him to the table, 
where, with food placed before 
him, he ate moodily for the next 
ten minutes. Familiar with his 
habits, the rest of the family chat- 
ted along. We knew that pres- 
ently he would become conscious, 
and we would get the benefit of 
his meditations. A lull in our con- 
versation broke the spell of his 
own silence. 


By S. J. DUNCAN-CLARK 


“I MUST apologize,” he said. “I 
had quite forgotten about day- 
light saving time. Excellent thing, 
but a misnomer. It ought to have 
been called daylight utilization 
time, Absurd to talk of ‘saving’ 
time as though minutes were 
coins which could be stored away, 
as a miser stores his nickels and 
dimes and quarters, and takes 
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Same Old Sun, But a New Clock 


them out to count over and fondle 
when the world is asleep and the 
doors are locked and bolted. A 
dollar unused and laid up is a 
dollar which can be used some 
other day, but a minute unused is 
a minute forever lost. A chance 
was missed to educate a careless 
people in the real meaning and 
value of time when our so-called 
wise law-makers termed this 
clock-changing device ‘daylight 
saving’ instead of daylight utiliz- 
ation. 

“T believe in the thrift of time; 
but the only way to save time is 
to spend it at once, when you have 
it on the thing most profitable. 
Every ‘now’ must be used now. 
You cannot stow it in a stocking. 
or shut it up in a strong-box for 
use tomorrow; you cannot hoard 
‘nows’ and take them out and 
count them over, run them 
through your fingers and say 
‘How rich I am!’ ” 


oe ae ee 


THE family was listening in- 
tently. I was specially pleased to 


note the younger members giving 
close heed to the philosopher’s 
words. 


“T confess I am grudging about 
time,” he continued. “I resent 
the things and the people that 
make me lose it. I am always 
angry with myself when I find I 
have let valuable minutes get 
away from me, and every minute 
is potentially valuable. Perhaps 
one of the most difficult lessons I 
have had to learn in the matter of 
time-thrift is that hurrying al- 
most invariably results in losing 
time. Every minute has capacity 
for just so much; when you try 
by hurry to put into it more than 
it can hold all you succeed in 
doing is spoiling the minute and 
running up a time-debt which 
sooner or later you must pay with 
interest. 


“For example, I take a book 
from its accustomed place on the 
shelf. I carry it away with me 
and read it on every chance. A 
call comes suddenly to attend to 
some matter. Instead of taking 
the required minute or two min- 
utes to put that book back where 
it ought to be, I allow myself to be 
hurried into laying it down in the 
first convenient place which of- 
fers. I do it under the ridiculous 
impression that I am saving time. 
When next I want that book I have 
to spend a half-hour in looking for 
it. Even if I remember where I 
laid it—and I seldom do—it is not 
there. Some orderly person, quite 
properly, has removed it from the 
floor by the chair where I was 
sitting, or from the top of the 
radiator, or from the telephone 
table and put it—not in its right- 
ful place known only to me—but 
elsewhere among books. It may 
not be a book. It may be my hat, 
my rubbers—anything in fact. 
Using the needed extra minute or 
two to put these things where 
they ought to go is the way to 
save time, and not only my time, 
but the time of my family.” 


> Sa SS 


AT THS moment I caught my 
wife’s eye and realized that this 
was edifying conversation for 
more than the younger members 
of the family. 

(Continued on Next Page) . 
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Health and Accident Insurance 
(Continued from Page 10) 


the only significant thing about 
real “insurance” is its “‘sureness”’ 
in meeting his economic needs. 
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MOREOVER, the needs of human 
beings differ, and health and acci- 
dent insurance must therefore be 
fitted, especially with respect to 
the amount and the waiting pe- 
riod. In the case of many, the in- 
demnity payments must necessarily 
begin shortly after the occurrence 
of the disability, whereas for oth- 
ers, since the purpose of insur- 
ance is to protect against some- 
thing substantially real, a much 
longer waiting period is highly 
desirable, especially in the inter- 
est of a lower premium charge. 
To an ever-increasing degree, 
health and accident insurance will 
tend to meet the particular voca- 
tional needs of the users of the 
service. In fact, where the voca- 
tion is such as to require many 
years of preliminary preparation 
and apprenticeship for its suc- 
cessful pursuit, and to leave the 
practitioner incapable in the event 
of disability from transferring to 
another vocation except at great 
financial loss, it would seem that 
life income contracts on the non- 
cancellable plan constitute the 
only real remedy. 





Life Lights on a Business 
Background 


(Continued from Page 18) 


“And hurrying leads to making 
mistakes, which it takes much 
more time to correct later on. 
Hurry, as a matter of fact, is al- 
most invariably a result of having 
misused or wasted time earlier. 
It is an effort to catch up—and 
you never can. You only get 
farther behind.” 

“What do you think of people 
who steal time?” asked my wife. 

“That,” said he, “is a theme on 
which I could wax eloquent. No 
penitentiary is big enough to hold 
the thieves. But I have talked 
enough. I would like to utilize a 
little of this daylight looking at 
Jim’s garden.” 

“Why do you call it Jim’s?” she 
queried. But, forgetting all ad- 
monitions, I hurried them out to 
see the new bed of delphinium be- 
fore that disputatious question 
could be further discussed. 


With respect to both the volume 
of insurance written, and the 
adaptability of the protection to 
the needs of the public, health 
and accident insurance offer a tre- 
mendous opportunity for future 
development. The key to that 
future lies largely in the educa- 

















Over-Production Puts Prices to Sleep 


tion of our millions of laymen in 
the economic significance of the 
life value and its scientific treat- 
ment through insurance in the 
same sense that has already been 
done in the field of property. The 
untouched field is many times 
larger than that already realized, 
and it lies before us for cultiva- 
tion through public education. 





The Trend of Business 
(Continued from Page 15) 


THE reduction in the Federal 
Reserve rediscount rate in New 
York City late in April was a 
recognition of growing ease in 
the money market. Elimination 
of a considerable degree of specu- 
lation in the security markets and 
in real estate, coupled with a 
failure of business to make the 
expectant demands for credit has 
brought about an easier situation 
than existed earlier in the year. 

Against this situation must be 
marked a resumption of gold ex- 
ports. As yet the net outbound 
movement is small. Four months 
of visible import balance added to 
the upward trend of sterling 
would indicate that the outward 
gold movement is likely to con- 
tinue. It is probable, however, 
that it will not attain sufficient 
volume materially to affect credit 
conditions in this country. 

The excess of gold requirements 
over credit demands is so great 
that these export movements 
should affect the Federal Reserve 
ratios rather than money rates. 
In both the long and short term 
money market the outlook would 
seem to be that for the next few 
months rates will remain fairly 
steady with a better chance of 
easier rather than tighter con- 
ditions. 


Oceania Has 1100 Motor Busses 


EW ZEALAND and Aus- 

tralia are continuing to be 
leaders in the motor market, ac- 
cording to a report received by 
the National Automobile Chamber 
of Commerce from Walton 
Schmidt, who is representing that 
organization on the Pacific Conti- 
nent and in the Far East. 

Mr. Schmidt, who is at present 
in New Zealand, is visiting this 
and other countries in response 
to invitations from them asking 
that American manufacturers 
send a delegate to a series of 
transport conferences which are 
being held in Oceania and the 
Orient. The first of these is being 
held in connection with the Inter- 
national Motor Show in Mel- 
bourne, Australia. 

Motor transportation has been 
advancing rapidly in Australia 
and New Zealand, these colonies 
having realized the value of rapid 
transit as a quick method of de- 
veloping resources. There are now 
1,100 buses in these two countries, 


one hundred fifty of which are 
operated by traction companies. 
The registration in New Zealand 
alone is 87,000 motor cars and 
18,000 trucks. 

Two recent steps which indi- 
cate the progress of motor travel 
in this country are the organiza- 
tion by J. F. Cousins, of twenty- 
nine groups of dealers into the 
New Zealand Motor Trade Associ- 
ation, and the preparation of a 
new motor vehicle code by Honor- 
able H. Newton, under-secretary 
of the Department of Internal Af- 
fairs of the New Zealand Govern- 
ment. 





Auto Notes 
HE average note on new cars 
sold on time was $528 last 
year as compared with the aver- 
age figure of $810 for 1920. 


Nineteen cities of more than 
100,000 population had fewer 
motor fatalities in 1925 than in 
1924. 











A Mutual Casualty 
Budget 


(Continued from Page 14) 


ending January, 1926, than in the 
preceding year; under our as- 
sumption, his premium for last 
year was $1,100, so that the pre- 
mium will be 5% more, or $1,155. 
But he has already paid us $1,000 
as an advance, so that the amount 
of audit will be $155 to be re- 
ceived in January, 1926. We use 
this plan for each month of the 
year, and so can make up the 
Premium Writing budget cover- 
ing the audits to be written in 
1926 from the 1925 policies. 

The third step is to estimate 
the audits which will come during 
1927, on the 1926 advances. The 
same method is used, with the 
forecasted payroll as the base of 
operations. Continuing with the 
same policyholder—we have said 
that he is to pay us $1,155, in 
total, for the policy year ending 
January, 1926. Now, assume 
that the payroll curve we have 
drawn, indicates that by January, 
1927, there will be no change in 
the payroll level, as contrasted 
with the curve ending January, 
1926. Then we can assume that 
our earnings on this policy will 
again be $1,155 in all; his ad- 
vance has been, say, $1,050, paid 
to us in January, 1926, so that 
there will be an audit in January, 
1927, of $105. This same method 
is used for each month of the 
year, and the total of audits cal- 
culated. 

It will, of course, be understood, 
that the foregoing has had refer- 
ence to the payroll feature only— 
when that is worked out, we 
modify results by the expected 
rate changes, as given to us by 
the Actuary. For example, the 
above policyholder’s amount of 
audit would be up or down from 
the figures given, if rates had been 
altered. 


SS AS 


IN THIS way there is built up a 
premium writings budget. What 
of the earnings? By adding the 
advances to the audits, we have a 
total policy-month earning, but we 
wish an earning by calendar 
months. To get this, we take each 
policy-month result, and break it 
into months according to the total 
of the payroll indexes. For ex- 
ample, in the January policy we 
have already indicated—the total 
earnings are to be $1,155, for the 
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year from January to January; 
some of this $1,155 was earned 
in each of the months, and the 
amount earned in each month was 
in proportion to the payroll of 
that month., Adding up the in- 
dexes gives us a total of 1260 
(average of 105), which might be 
made up of: January, 100, Febru- 
ary 95, March 105, April 1038, and 
soon. We would take the $1,155, 
and say that, in January, we 
earned 100/1260ths; in February, 
95/1260ths; etc. The other poli- 
cy-months would be spread sim- 
ilarly, and then each calendar 
month’s twelve separate earnings 
be added up to make the total for 
that month. The total of the cal- 
endar months makes the calendar 
year figure, and from that we 
make up the budget for Losses 
and Expense. In making up the 
earnings by this method, it will 
be seen that we have to bring in 
the unearned premium from pre- 
ceding year, and carry over an 
unearned premium. But the un- 
earned that we carry over is of 
course on the advances only—we 
have not received any of the 
audits, although we have figured 
on them in the earning; and there- 
fore there is no part to stand as a 
liability, save the advance portion. 
There is, however, an asset—the 
amount of the audits which we 
have earned, but not received, 
and this asset will come into the 
Balance Sheet. 


The Loss Budget 


AFTER the calendar year earn- 
ing has been computed, the ex- 
pected amount of Loss Incurred 
is compared, and a ratio obtained, 
which is then checked against the 
expected ratios as worked out by 
the Actuary; and checked, too, 
against the number of accidents, 
ac estimated to be reported during 
the budget year. By the device 
of charting accidents for 12- 
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months ending, and extending the 
line, and supplementing this by a 
Z-chart, there is given an approxi- 
mation as to the number of acci- 
dents. ‘Then, over a series of 
years, a rough measure may be 
gathered by computing the aver- 
age loss incurred, and average 
earned premiums, per accident 
reported. These measures tend to 
act as checks on each other, ad- 
mittedly not exact, and yet of 
value in helping to a sense of 
proper proportion. By estimat- 
ing the amount of losses to be 
paid, it is possible to arrive at an 
idea as to the Reserve to be used 
at the end of the Budget year, and 
so make available additional data 
for the Balance Sheet. 


The Expense Budget 


IN NORMAL times, our Com- 
pany has felt that the expense 
ought not to exceed a certain per- 
centage of the earnings, so that, 
after earned premium has been 
found, this percentage is applied, 
and the result is the amount avail- 
able, as a maximum, for the ex- 
pense of the year. From this 
maximum there is deducted an 
amount for the “Emergency 
Fund” to which I have already 
made allusion, and the remainder 
is for the several departments, 
whose plans for the year have 
been already made up. The total 
ot the sums requested must not 
exceed the budget limit—if re- 
quests should be in excess, then 
there is discussion and-reeoncile- 
ment. Our Comptroller acts as a 
banker, insofar as these depart- 
ment allotments for expenses are 
concerned. Each department head 
is responsible for the conduct of 
his department within the amount 
allotted, and on the Comptroller’s 
books there is established for each 
department the amount of credit 
as fixed by the budget. So long 
as that credit is there, the de- 
partment head may have bills 
paid and charged against it—the 
checks, as it were, are honored. 
Accounting machinery is set up 
so that no bill is paid unless it is 
charged to a department—that is, 
one of the executives must accept 
the charge, and indicate his ap- 
proval by signing the voucher, or 
by signing the previous requisi- 
tion on which the expense was 
incurred. But there is the further 
provision, that no charge is made 
against a department budget un- 
less that chief or his députy has 
approved the bill and accepted 
the charge. 
(Continued on Page '24) 






















“I Took Her Out to a Few 
Shows, Bought Her a Couple of 
Boxes of Candy and Then Began 
to Sling the Sighs.” 








<| FIGURED I was a 
wise guy when I first 
went in the garage 
game. After I’d been 
in it three months 
and had gotten away 
with everything from mayhem to 
murder, I knew I was a wise guy. 
That wasn’t all. I kept on prov- 
ing it. 

Take the garage game as a 
regular indoor sport, and it isn’t 
a knockout for receipts. Ot 
course, you can make a living at 
it. But what’s a living? Huh? 
All you can do on a living is live, 
and in these days we got to have 
our luxuries, that’s all there is to 
it. So I hooked up the electric 
meter on the gasoline tank and 
done well—that is for a starter. 
Then I met Big Pete. 
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BIG PETE hasn’t got much to do 
with this unburdening of the soul 
except that he was sort of in the 
background. That was a habit 
with Big Pete. He believed in 
being in the background and let- 
ting the guys in the foreground 
do the dirty work, while he sup- 
plied the brains. Sort of a Big 
Business, as it were. Big Pete 
was a man with an idea—the kind 
you read about in the uplift maga- 
zines where they turn a fifty-cent 
capital into a twenty-story build- 
ing, a fifteen-million-dollar for- 
tune, and then develop idiosyn- 
cracies, what ever they are. Pete 
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had those, too—but he looked 
after his business first. 

And when you speak of busi- 
ness—you’ve got to admit that 
anything’s a business as long as 
you get away with it. When 
some guy’s running a trust, he’s 
a fine bird until up bobs some 
muckraker and finds out he’s 
making a million per cent profit 
by selling babies dissolved chalk 
instead of A-No.-1, first-class 
milk. Then he’s a crook. That 
was the way with Pete. He ran 
a trust. A fine, high-minded 
proposition, too, when you come 
to look at it. Pete was the means 
of more people getting nice auto- 
mobiles at a reduced price than 
eny other man [ ever knew. And 
he was entitled to a lot of con- 
sideration on that account. When 
a poor bird making two thousand 
a year can buy a regular first- 
class Packard for fifteen hundred, 
he’s grateful, ain’t he? Well, that 
was Pete—he sold ’em cheap. Of 
course, he got ’em cheaper, and 
that’s where the kick always came 
in, because a lot of guys who’d 








owned the cars in the first place 
were continually squawking about 
the fact that when they went out 
to look for their boats they 
weren’t there. 
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BUT, as I said, this sob stuff 
ain’t about Pete, except that I 
was one of his havens of rescue. 
Fact is, I used to do a lot of rescu- 
ing for him. A garage is a big 
dump, with a lot o’ cars in it, and 
you can pull plenty of funny stuff 
if you’re always on the job. And 
get away with it, too, if you don’t 
take too many people into your 
confidence, and keep your eyes 
open. That’s why I suspected 
this Reddy Murphy bird the first 
time he ever showed up. 

Murphy roamed in just when I 
needed him. That was marker 
No. 1 that he’d come straight 
from the Hall and that he was 
looking to see what he could find 
out. The next line I get on him 
is that he’s too good a mechanic 
to be out of work. I take him 
out and give him the once-over 


RRO 














se Sea 





ee — 
PO Rk TRL Le ~~ 


~ “F 
5 ail 





aa 


<2 a 








SS 
aoe et 








Pe Pe 4 = 





>? 


LIS LO LOE LS 





















SEP 






OE 










a a a ae 



















JOURNAL OF AMERICAN INSURANCE 





while he straightens up a bum 
carburetor, and say, that bird 
knows more about that gas box 
than the geek who made it. Right 
then I knew there was something 
wrong. But I did some quick 
figuring. 

If this was a dick, and he was 
out for information, it was better 
for him to be working there in 
my shop where I was hep to him 
than to be playing around some 
dump where the guy hadn’t gotten 
wise. And as Big Pete had about 
eight of us fellows working on 
the queer, on the receiving and 
selling end, and twice as many 
more out on the streets, copping 
off machines, it was the wise old 
owl that could cop off the flatfoot 
from headquarters and show him 
the jazz. SoI hired him, and put 
him on the job. 

— hb Ge 


IT wasn’t long before I began to 
see I was right. That guy was 
the snoopiest piece of humanity I 
ever struck in my life. The sec- 
ond day after he hired out I slid 
into the joint and pipe him off 
where he’s going through my 
books. That never worried me, 
because there wasn’t nothing to 
see in those books, nothing but 
bills for storage and that sort o’ 
thing. The real dope was carried 
in a little memorandum book in 
my pocket, and he couldn’t get at 
that without knocking me cold. 
But just the same, the guy gave 
me the shivers. When you’re run- 
ning a funny game, you don’t 
like to have some geek around 
that’s always got his eyes and his 
ears popped open—and I was 
afraid, sooner or later, some of 
the gang would roll in after they’d 
made a haul and let out a yelp 
for me to change the numbers on 
a bunch of machines that a lot of 
weeping owners were after. But 
I couldn’t very well fire him, be- 
cause, as sure as I did, he’d show 
up at some of the other dumps 
and get all the dope there while 


I had was that the guy didn’t look 
right and he didn’t act right. Ot 
course, that was enough for my 
instinct—but it didn’t cut a pound 
of ice in the grand balance. So 
I begins to see about three days 
after he’d made his grand en- 
trance that I’d better be getting 
some more dope. Then I got the 
big idea. 
> 2S fS 

THERE’D been a little dame 
that’d gotten sort of mushy on 
me in the last couple of weeks. 
She’d been keeping a flivver in 
the garage and from the minute I 
set my lamps on her I knew she 
was the dope. So I used to look 
after her boat personally and keep 
it shined up and all that junk, and 
always manage to be in when she 
dropped around., Well, you know 
how those things turn out. After 
about the fifth day, she got in 
the habit of calling me up and 
asking me if I wouldn’t please 
bring the machine around for her, 
that she had a sprained ankle, or 
something. When a woman sees 
she’s got a man interested in her, 
she can find more excuses to keep 
him on the run that a rabbit has 
jumps. But that worried me a 
lot—it was just what I was look- 
ing for. What’s more, I knew 
that was just what’d happen 
when I began that sashay stuff 
about dusting up her boat. And 
the more I thought of it, the more 
I figured that she was the dame 
to pull the big stunt for me. 

But I didn’t spill the beans 
right at first. I took her out to 
a few shows, bought her a couple 
of boxes of candy, and then began 
to sling the sighs. She asks me 
what’s wrong, and I don’t tell her. 
That’s the way to get ’em excited. 
Just acted like it was something 
too deep and all that sort of thing 
for me to trust her with it. That 
did the business. About the third 
night I’d been pulling that sort of 
stuff, she stops the boat on the 
way home from the show and 
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The More I Saw Her the More 
I Thought She Was the Dame to 
Pull the Big Stunt for Me.” 
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gives me the close eye in the 
moonlight. 

“Fred,” she says, soft like. 

“Uh, huh,” I came back at her, 
with my chin down on my chest. 

“Fred—please tell me what’s 
wrong.” 

“Oh—oh—it ain’t anything for 
you to be worried about.” 

“Is—is it something that I 
could help you in?” 

an" 

“Then why—” 

But I shook my head. 

“No, kiddie,” I says, ““you won’t 
understand.” 

> sos > 


“IT WOULDN’T?” she sort of 
flared up at that. “I guess I’ve got 
just as good a mind on me as the 
next person. And—Fred, I’ve got 
a confession to make. I—” Then 
she stopped real sudden and put 
her hand over her lips. “No, I 
can’t tell you.” 

Then it was up to me to get ex- 
cited. 

“Why not?” 

“Because—l’m afraid—I’m 
afraid you wouldn’t like me if I 
told you.” 

“Say, listen,” I sort of snuggled 
my arm around her shoulder, “can 
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they weren’t 


that stuff. I’d like 





watching. I fig- 
ured safe. I knew 
that everybody in 
this game wasn’t 
quite as much on 
the job as I was. 
When you’re play- 
ing the queer and 
you're up against 
the gaff, the best 
guy inthe world to 
trust is yourself. 

And all this 
time, you know, I 
wasn’t sure my- 
self. All the dope 





Big Pete Pulled Off Another Hundred. 


you—I’d like you 
if—if you robbed 
a bank.” 

Then I wished I 
hadn’t said it, be- 
cause she sniffled 
for a second, and 
finally began to 
cry. After about 
fifteen minutes I 
got it out of her. 
This wasn’t her 
flivver. She’d 
never had enough 
money in all her 
life to buy even a 
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The Stall 


(Continued from Page 20) 


radiator for one of the things. 
She’d learned how to drive one 
from running around with a 
traveling salesman up in Greeley, 
and then, when he went away, 
she’d gotten the fever. One day 
she can’t stand it any longer, 
and she steps into a boat that’s 
standing in front of the picture 
show and beats it. And now, 
here she is, in Denver, without 
any money, and with the police 
looking for her, and all that sort 
of thing, and—and—well, it was 
up to me to talk and talk fast. 

“What'd you say if I told you 
that you weren’t the only one in 
trouble?” I says. 
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SHE sniffles a minute, then looks 
at me like a dying calf. 

“Misery loves company,” she 
says, and after that, it was all off. 
I told her just enough to show 
her that I was in the same fix 
that she was—made up some kind 
of a wild yarn about me just not 
being able to resist a temptation 
one night—and then I pulls the 
melodrama. 

“And I think they’re after me,” 
I says, hoarse-like. ‘“They’re after 
me—and I’ve got to do something 
quick. Listen, Kiddie” I 
grabbed her by the arm — “it 
means life or death to me! Get 
that—life or death!” 

“Oh, Fred!” I’ve got her gasp- 
ing now. 

“It’s the truth. I didn’t mean to 
take that machine. But it was 
pretty, and I had to have it. The 
thing just went all over me before 
I could stop it, and the first thing 
I know I was in the machine and 
driving it away. So you see, you 
and I are in the same trouble. 
Only with you, it ain’t bad. All 
they could do to you would be to 
make you give up the machine, 
and there wouldn’t be any trouble 
about it. But me—it’d ruin my 
business, there’d be a lot of stories 
in the paper about a prominent 
garage man turning automobile 
thief, and all that sort of thing, 
and you could see what that’d 
mean.” 

“Ruin! Oh, Fred!” She snug- 
gled against me then, and I knew 
I had her. I dug up a hollow 
cough somewhere and used it a 
couple of times. Then I gripped 


my hands. 
“Kiddie,” I gasped. “I think 
they’re after me. There’s a man 


working in the garage that I’m 
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afraid of. I—think he’s a detec- 
tive.” 
“And if he is—!” 


“He just mustn’t know, Kiddie! 
He—he—oh, if I could only have 
someone to help me—someone 
who’d get his secrets from him! 
Kiddie—” I put on the extra- 
hollow pedal—“I’ve just got to 
know!” 

Well, after that, there was one 
of those long silences. Deep stuff, 
you know. I pulled two or three 
sighs and let my jaw sag, mean- 
while watching her out of the 
corner of my eye. I knew what 
she was thinking — wondering 
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whether they’d be on her track 
too. But right then I wasn’t 
figuring on her—that is, on any 
proposition that’d she take me 
out of my way to keep her out 
of the jug. Furthermore, I knew 
if this guy was a dick and if he 
was hep to the auto-theft game, 
that he’d have her down in the 
cooler the minute he rapped to 
her. So I didn’t see any reason 
why I shouldn’t try him out. 
After a long time she leaned for- 
ward and clasps her hands. 
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“FRED,” she says, “it’s a risk, 
but I'll take it!’ 

“Honest?” I pulled the old sur- 
prise stuff. “But, Kiddie—” 


She raised a hand. 


“T’ve got to get caught some- 
time. If it’s going to be now, all 
right. And if I’m ever going to 
get over being scared to death 
every time I hear a mention of a 
policeman, it might as well be 
now. So tell me what to do— 
and I’ll be on the job.” 

Believe me, I told her. I gave 
her every line and cue. I trained 
that girl like you’d train a trellis. 





I gave her more points and tips 
than you could shake a stick at. 
Then we went home. 

The next day, about noon, just 
when this red-headed guy is all 
washed up to go to iunch, I step 
out of my office to see him walk 
forward, grin, bend down and tie 
her shoe. The next thing, they 
were talking together, and from 
that minute I knew that the stuft 
was all off, as far as his detecting 
went. There was only one thing 
to do, and that was to act like 
Red was cutting me out, so I 
sashayed out there to pass the 
time of day, and the little dame 
gave me the go-by and chinned 
the face off of her new fellow. So 
I eased away, and went back to 
work. 
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I KNEW things couldn’t develop 
for a day or two, and they didn’t. 
Then one night I asked Red to 
work an hour or so overtime. 
Nothing doing. He had a date 
and he went out of the garage 
like a streak of forked lightning. 
The next morning he showed up, 
looking sort of sleepy, and spent 
the morning whistling tunes out 
of a show that was in town. He 
couldn’t have told me any plainer 
what’d happened. Him and the 
Kid had been to the theater and 
everything was running smooth. 


But just the same, I was wor- 
ried. Three times in the last two 
days I’d gotten a code message 
from Big Pete wanting to know 
what was doing. There hadn’t 
been a clean-up on automobiles for 
a full month, and all of us were 
running slack. I knew what Big 
Pete was doing—everything but 
foaming at the mouth. But the 
minute that Red Murphy had 
come into the shop I had tipped 
him off to put on the soft pedal 
until I could get the goods—and 
business was running slack as a 
result, 


So you can see from all this 
that I was beginning to get a bit 
feverish. When the Kid came into 
the garage again that afternoon, I 
sort of moved around in the back- 
ground while Red pumped up a 
tire for her, hoping that she’d 
flag me with some sort of a signal, 
showing me how she was getting 
along. But nothing doing. She 
was too blamed busy ragging Red. 
The same sort of thing kept up 
the next day and the next after 
that. Then I got a rush call from 
Pete. I hurried to him, and he 


slipped me the news. 




















“Whatever’s happening,” he 
growled, “the gang’s going to 
meet tonight.” 

“What for?” I asked. 

“The frameup,” he comes back. 
“We've got to be doing something 
soon, or we'll all be starving to 
death.” 

“What time?” 
could say. 

“Eight o’clock,”’ he comes back. 
“Be here.” 


And I knew there wasn’t any 
way of stopping Pete when he 
made up his mind. I knew, too, 
that if this Red Murphy was a 
dick and that if any stolen cars 
came into our shop that he’d nip 
’em in a minute. What was 
worse, I knew that even if Big 
Pete didn’t apportion me one or 
two of ’em to get rid of, or to 
lay low with for a while, that the 
minute he began selling ’em off 
some boob’d be sure to show up 
at my dump with one of ’em for 
repairs or something of the kind, 
and that we’d be rapped to. But 
Big Pete had gotten impatient. 


It was all I 
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I WENT back to the garage. I 
sat down in the office and tried 
to dope it all out. No use. I 
reached for the phone to call up 
the Kid. Then I put it down 
again. If Red was a dick he’d 
see her come in—or she might 
have a date with him-or some- 
thing that’d be sure to spill the 
beans. So I just sat there like a 
poor fish until after quitting time, 
and all the bunch had gone except 
the night washer, and then— 

Then she blew in! Her face 
was as white as a sheet and her 
hands were clawing the air. She 
gave me one look and then 
straightened like Sarah Bern- 
hardt in the third act. 

“Well,” she snapped, “so you 
didn’t trust me!” 


“T didn’t what?” I gasped. 


“You didn’t trust me. You 
aidn’t think I was good enough to 
tell the truth to! Very well.” 
And she starts for the door. But 
I grabbed her. 


“Kiddie,” I begged, “what in 
the Jumping Jehosophat are you 
talking about?” 


“I’m talking about you,” she 
snapped back at me. “You wanted 
me to find out something, didn’t 
you? All right. I found it out. 
But—it wasn’t what you wanted 
me to know.” 
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“Never mind the stammering.” 
Say, she was spitting the words at 
me like a flock of machine guns. 
“The next time that you want a 
woman to do anything for you, 
tell her the truth. Here you got 
me all excited because I thought 
you were some poor mut who’d 
made a misstep. I didn’t know 
you were a professional crook!” 

“A what?” 


“You heard what I said!” Then 
while I gurgled and gasped, she 
walked behind my desk, pulled 
aside an old piece of board there, 
and with one yank jerked out a 
little thing that looked like some 
bum kind of a telephone. ‘Look 
at that!” she snapped, and before 
I could say anything she had un- 
covered a couple of wires cut in 
on the telephone. ‘These lead 
out to the tire room, where Red’s 
had a connection on your phone,” 
she says. “He’s told me every- 
thing.” 

“But—but—” 

She just stands there with her 
hands on her hips. 

“Who’s Big Pete?” she shoots 
at me. 

““Wha—what?” 

“You got me the first time. 
Who’s Big Pete?” 

I gurgled. She pointed at what 
I saw now was a dictograph, and 
then at the connection on the 
*phone. 
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“RED MURPHY’S been listening 
in on you,” came cold and calm- 
like. ‘“He’s told me the whole 
smear. You aren’t the poor guy 
that you led me to believe you 
were. You ain’t scared just be- 
cause you stole just one car. 
You’re in on some sort of a auto- 
mobile ring. And Murphy knows 
it!” 
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“Gosh!” I just stood and 
wobbled. ‘What information’s he 
got?” 
“Enough!” 
“Do you know all of it?” 
“T think so.” 


“He told you?” 

She pressed her lips tight and 
wiggled her head. Then the tears 
started coming again and she 
clasped her hands. 
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“OH, Fred,” she begged, “why 
did you make me work in the 
dark this way? What did you do 
it for? Don’t you see how you’ve 
put me up against it? Couldn’t 
you have trusted me — couldn’t 
you? Now—now everything may 
be lost! He may have some idea 
who I was and what I was and 
that I was just stringing him 
along and—” 

“Gee, Kiddie!” I grabbed her 
in my arms. “I didn’t know. 
Honest —I didn’t know that I 
could take the chance. Don’t you 
get me? Us guys have got to be 
playing the slick game every 
minute. 

“Yes, but you played like a dub 
—-with me.” 

“T know it. I ought t’ve trusted 
you. But—” Then I looked at 
the clock. It was quarter of eight. 
“Kiddie,” I says sudden, “would 
you be afraid to do something for 
me?” 

“What?” 

“Tell Big Pete what you know? 
There’s a meeting tonight. All 
the heads of the bunch will be 
there. They’re framing up a 
clean-up,—and—we’ve got to stop 
them. If I got in there with just 
the statement that this Red Mur- 
phy’s a dick, they might not take 
it any too serious. Would you be 
afraid to come with me and meet 
"em and—” 

“Tell them about—him?” She 
put her hands to her lips.. “I—1 
don’t know. I never met a bunch 
of fellows like that before.” 

“Please—listen,” I got mushy 
again, “it’s the man that loves 
you who’s asking you. Please— 
for me.” 

That got her. Five minutes 
later we were in a machine and 
beating it out South Broadway. 
Just past Mexico, we turned and 
entered an old building there. 
The whole gang was waiting. 
Big Pete gives me the glassy eye 
when I bring in the Kid. 

“‘Who’s this frail?” he asks. 

“She’s O. K.,” I said. ‘“She’s 
got a lot to say to us.” 

(Concluded on Page 26) 
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IN ORDER that the executive, 
busy with his operating duties, 
may be kept currently informed 
of the expense, the system is ar- 
ranged that all bills charged to a 
department are listed, and ana- 
lyzed, on special sheets. The 
sheets are sent to the executive, 
and he is thus able to examine, 
once again, the items which he 
has approved, and which have 
been charged against his credit. 
With these itemized sheets there 
is sent a report, summarizing the 
expense for that month, and the 
cumulative total to date. This re- 
port shows, also, the standing of 
the department in regard to its 
budget—how much over or under 
what ought to have been spent. 
If the department head were to 
spend too fast, he might be with- 
out funds at the end of the year 
—and the business has to go on! 
So that these reports tell him how 
much he has cut into, or has added 
to, the amount available to spend 
for the remainder of the year. 
Our control is arranged to cover 
three main groups of expense— 
Salaries, always the largest item 
in a financial institution ; Specials, 
such as fixed amounts for rent 
and bureau fees, as well as defi- 
nitely budgeted items, as adver- 
tising, taxes and the like; and a 
third group, all other non-salary. 
The first, Salaries, lends itself to 
definite control, for actual indi- 
viduals can be listed, and when 
people are added, the amount is 
known. The Specials are suscep- 
tible to definite control, also, and 
the plan is arranged so that as 
items are spent, the budget is pro- 
vided to meet the actual amount 
spent—for frequently these spe- 
cial items are irregular. The 
other non-salary items are divided 
into twelfths, one for each month, 
and the expenditure is measured 
against that amount of budget. 
Budget Revisions 

WE HAVE mentioned, already, 
the need for some elasticity in the 
budget plan, and would emphasize 
the importance of that—for, if 
conditions change, whether up or 
down, then the budget ought to be 
revised accordingly, but only after 
a careful re-survey of the field. If 
the payroll curve should show 
striking departures from the fore- 
casted line, then that would mean 
that earnings were more or less 
than budgeted, and the expense 
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would require to be adjusted ac- 
cordingly. The actual facts con- 
cerning our policyholders’ pay- 
rolls would not be known for 
several months, but by watching 
the published trends, we can anti- 
cipate, and act. An additional 
item of support in this matter of 
the tendency of earnings, is, as 
previously discussed, the number 
of accidents reported. We use 
that as one of the measures of 
work—some other such units, are 
the number of policies issued, and 
in force; the number of inspec- 
tions made; and the accounting 
entries handled. By weighing 
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these measures, a composite work- 
unit can be evolved, although ad- 
mittedly this phase is the most 
difficult—as it is in all financial 
institutions; what is the measure 
of accomplishment, and how much 
should each such measure cost? 
If some such rough approximation 
as suggested, is used over a period 
of time, there is a basis for com- 
parisons, and a means whereby 
estimates can be made to assist in 
the expense budgeting for the 
coming year. 
Summary 
FROM our experience, we would 
say that the budget requires a 
plan, a complete financial pro- 
gram; that the Administration be 
actively behind the plan, and the 
executives fully co-operating ; that 
scmeone be in charge to see that 
the plan works; that constant in- 
formation be furnished as to 
progress; and that there be in- 
cluded a certain amount of orderly 
elasticity. 
Method of Control and Manage- 
ment of Branch Offices 

ON THIS question of branch 
offices, we have done a little, but 
very little—merely scratched the 
surface of the problem. In this 
general connection, there are cer- 
tain fundamental principles on 
the settlement of which many of 
the details depend. For example, 


the matter of administration; 
should the branch offices be sub- 
ject to a system of centralized, 
or of decentralized administra- 
tion? What is the most effective 
method for a mutual company to 
adopt? There is the possibility 
of complete decentralization — 
making the branch office a sepa- 
rate unit, complete and self-con- 
tained for all activities, including 
underwriting and claim work. 
There is the other extreme—the 
rigid centralization. In between 
are the various gradings of these 
forms of government — such as 
the district office, which may it- 
self be decentralized in regard to 
the home office, but centralized 
for the local branches; or which 
may be as much decentralized as 
the branches themselves. There 
is the method of centralizing for 
certain functions, and decentraliz- 
ing for other matters. And allied 
with this phase of the problem in 
the matter of responsibility — 
through what channels should 
authority flow? 

Again, whatever method be 
adopted for administrative meas- 
ures, there is the question of the 
kasis on which to determine the 
productivity of an office—is there 
any final way in which it can be 
done? Can a definite Balance 
Sheet and Profit and Loss State- 
ment be made for a branch office, 
and signed, sealed and delivered 
with the air of finality that ac- 
companies that document for the 
organization as a whole? What 
are the earnings for a given office; 
are they to be measured from the 
premiums written in that office, 
or do they depend upon the work 
performed in the way of service 
to policyholders? These two 
measures may give very different 
results, depending on the amount 
of premiums written in one office 
but effective elsewhere, and carry- 
ing with the premiums the re- 
sponsibility for service, so that an 
office might have comparatively 
few premiums written, and yet be 
very active in the interests of 
policyholders. And there are 
other similar angles to this par- 
ticular matter. 

Whether the branch office be 
centralized, or decentralized, 
what should be its internal or- 
ganization? Ought there be sepa- 
rate departments, with each one 
having a complete clerical force, 
or is it better to have a general 
clerical staff, furnishing service 
in whatever direction needed, re- 
gardless of department? If this 
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James S. Kemper, 


Re-elected 


T THE recent meeting of the 
Chamber of Commerce of the 
United States held in Washington, 
D. C., James §. Kemper, President 
of the Lumbermen’s Mutual Cas- 
ualty Company of Chicago, was 
elected to succeed himself as one 
of the directors. 

Mr. Kemper’s retention of this 
important office is in recognition 
of the efficient service he has 
given during the past six years 
and is a guaranty of future prog- 
ress of the matters which he has 
in charge for the chamber. 

Walton L. Crocker of the John 
Hancock Mutual Life of Boston 
was another director elected at 
the meeting. 
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latter form of organization be 
used, then in what way will cost 
figures be compiled so that there 
may be known what it costs 
within each branch to do the sev- 
eral forms of work? 


+> > aS 


TURNING for a moment to some 
of the detail—in our own work 
with branches, we have placed 
travel accounts onto a basis where 
monthly reports give us full detail 
as to travel expense. The weekly 
accounts are analyzed, as to op- 
erating expense, mileage covered, 
repairs, and so forth, as to the 
automobile travel; and, for the 
railroad transportation, we have 
other analyses. It is thus pos- 
sible, by keeping a running rec- 
ord, to know the cost-per-mile in 
the various branch office terri- 
tories, and to establish averages 
for men in the several kinds of 
work. 

In the matter of stock requisi- 
tions—that is, requests for sup- 
plies from the home office, there 
has been worked out a system of 
staggered dates, so that the stores 
staff can handle the work without 
peakloads. These supplies are re- 
corded in such a way that each 
requisition for a certain form is 
checked against previous ship- 
ments, and thus show whether the 
amount called for is excessive, or 
whether too frequent calls are be- 
ing made, in proportion to the 
work performed. 
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I mention these two items of 
detail, to lead up to the matter of 
work-units—this is something we 
are still working with, but not yet 
fully satisfied. For example, acci- 
dents reported are tabulated for 
each office, and these form a good 
measure of some of the work in 
an office. But the accidents must 
be “weighed” before forming con- 
clusions, for some types take 
much longer to handle than do 
other accidents. Even then, the 
comparison is not complete, for 
there enters the question of ter- 
ritory —in one office, the men 
might be able to cover two or 
three times the number of risks 
that can be covered by another 
office, because of density as com- 
pared with scattering locations. 
And yet, in any system of branch 
office control, there must be a 
measuring stick. What about 
policies—the number in force, for 
example? Only satisfactory as 
measuring part of the work, and 
even then it will depend on the 
amount of work done at the home 
office in connection with those 
policies. Similarly, the amount of 
premium writings will not be 
wholly satisfactory—high rates in 
one territory would make high 
premiums, allowing apparently 
larger staff than another office 
where lower rates prevail, and yet 
actual work be no more. 

I realize that this is not a very 
satisfactory exposition on the 
subject—all I have attempted to 
de is to place before you some of 
the points which are met with in 
tackling Branch Office Control. 1 
can imagine someone replying that 
the best way is to put a fellow 
down there, and let him do his 
best! That would be good, if 
every man so placed were the 
ideal—a trained executive, able 
administrator, efficient organizer, 
humdinger salesman, one hundred 
per cent claim man, qualified 
underwriter, and a few other 
things in addition! Since this 
ideal is rarely met, the problem 
remains. 





Casualty Actuarial 
Society 


HE twenty-sixth regular 

meeting of the Casualty Actu- 
arial Society was held at the Hotel 
Biltmore, Friday, May 21, 1926. 
A representative number of mem- 
bers of the Society attended the 
meeting, which was called to order 
by the President, G. F. Michel- 
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bacher, Vice-President, Great 
American Indemnity Company. 

The Secretary-Treasurer an- 
nounced that since the last meet- 
ing of the Society the 1926 Year 
Book and the new Recommenda- 
tions for Study had been printed, 
copies of which would be mailed 
without charge upon request to 
Richard Fondiller, Secretary- 
Treasurer, 75 Fulton Street, New 
York. 


The rules regarding examina- 
tions for admission to the Society 
have been amended so as to waive 
certain examinations for casualty 
insurance men not less than thirty 
years of age, who have been in the 
business a number of years and 
who have attained responsible ac- 
tuarial, statistical, accounting or 
semi-executive positions. Several 
changes were also made in the 
by-laws. 


By invitation, addresses were 
made by the following speakers: 


“Investments for Casualty Com- 
panies’”—By Mr. H. A. Forting- 
ton, Secretary of the Joint Advis- 
ory Committee of Finance of the 
Royal Insurance Company and 
Affiliated Companies. 

“Some Fundamental Consider- 
ations in the Actuarial and Ad- 
ministrative Aspects of Pension 
and Unemployment Insurance”’— 
By Mr. Reinhard A. Hohaus, As- 
sistant Actuary of the Metropol- 
itan Life Insurance Company. 

Other papers presented were: 

Presidential Add ress—“‘On 
Some Insurance Problems Inci- 
dental to Compulsory Automobile 
Insurance”’—By G. F. Michel- 
bacher. 


“Accounting Methods for Cas- 
ualty Companies by Use of the 
Hollerith System’—By Thomas 
F. Tarbell, Actuary, Accident and 
Liability Department, Aetna Life 
Insurance Company, Hartford, 
Conn. 


“Retirement Systems for Public 
Employees in New York State”— 
By Rainard B. Robbins, Assistant 
Actuary, New York Insurance 
Department, New York. 

“The ‘Permanent’ Rate Making 
Method Adopted by the National 
Council on Compensation Insur- 
ance”—By W. W. Greene, Actu- 
ary, General Reinsurance Corpor- 
ation, New York, and W. F. 
Roeber, Assistant Actuary, Na- 
tional Council on Compensation 
Insurance, New York. 

“Remarks on Compensation 
Differentials’—B y Paul Dor- 
weiler, Aetna Life Insurance 
Company, Hartford, Conn, 
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“What about?” 

“Red Murphy!” 

Big Pete straightened in his 
chair. 

“He’s a dick!” 

The girl nodded her head. Big 
Pete scowled. 

“How much does he know?” 

“A good deal—and nothing. 
He had a dictograph on Fred’s 
phone. He’s got your name 
and—” 

“Know anything about the 
clean-up we’re framing?” 

“You mean about the bunch 
here making a raid on automo- 
biles ?” 

“Van” 

The Kid bit her lip again. 


SS Sa ae 


“[T AIN’T sure,” she said at last. 
“But unless you’ve said something 
about it over the telephone, I don’t 
believe he does. What he’s figur- 
ing on is catching the machines 
when they come into the garages. 
The gang’s out everywhere, lay- 
ing for you.” 

“Huh?” Big Pete jiggled in his 
chair again. “You mean that 
they’ve got men spotted around 
the various garages?” 

“Some of ’em.” 

“Know where?” 

Right then was when I swelled 
up with pride. The Kid pulled a 
list out of her pocket and handed 
it to Pete. He looked at it and 
grinned. 

“That’s luck,” he says at last. 
“They’ve only picked three out of 
the eight. We’re safe on the 
other five.” 

“T’m one,” I says. “Who’re the 
other two?” 

“The XYZ and the Duotone. 
Tip Bill Marsten and George 
Harris off not to pull any funny 
stuff. We’re safe on the Maxton, 
the Greer, the Barkson, the Kee- 
light and the Laffton.” He looked 
around at the gang. “How many 
of you guys are game enough to 
try a cleanup and try to get away 
with it?” 

“And stall the cars in these five 
garages?” 

“You know it.” 

Nobody spoke for a minute. 
Then I held up my hand. 

“T’ll help work on he street,” I 
says. 

“Good! Anybody else?” 

By that time, everybody’d got- 
ten up their courage. Big Pete 
turns to the girl and handed her 
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a hundred dollar bill. 
almost popped out. 

“T can trust you to be on the 
job?” he asks. 

She looks at the money a long 
time. Once she started to hand 
it back, and then, with a funny 
little sigh, stuck it in her pocket. 

“You mean for me—” 


Her eyes 


a, Se 


“TO keep getting all the dope 
from this dick and tip us off if 
there’s anything wrong. The 
ime’s set for Wednesday night. 
We figure that by working about 
an hour, every man in here can 
steal from one to three cars. All 
you’ve got to do is to get the dope 
at the last minute and tell us if 
we're safe. Are you on?” 

She hesitated again. 

“T never did anything like this 
before,” she says, and I see she’s 
kind of pale. 

Big Pete pulled off another hun- 
dred, 

“Does that interest you?” 

It did. You know a woman, 


She looked at that second hun- 
dred, and then at me. I gave her 
the eye. She promised. 

The next day I see her palaver- 
ing around Red Murphy again, and 


that night when I asked Murphy 
to work overtime, nothing doing. 
He’s got another date. The next 
day she’s missing. The third day, 
about five o’clock in the afternoon, 
in she comes, flags me by wiggling 
her hand at her side, and when 
she goes out with her flivver I 
take out a car to try the car- 
buretor. I catch up to her in 
about three blocks, where she’s 
stopped, stalling like she’s look- 
at a tire. She leans close to my 
boat for just a second. 

“Don’t use the Maxton or Greer 
garages tonight,” she tips me. 
“They’ve put two men in there. 
The others are O. K.” 

I beat it away. I tip Big Pete 
and he shifts his plans. Then at 
nine o’clock we start out—all of 
us bound for Champa and Curtis 








” E cannot choose 

our circumstances, 
but we can choose our 
thoughts and thus shape 
our circumstances.” 


—COMMONWEALTHER 























Streets, and all after the safest 
thing on the list—flivvers. 

One after another I see ’em 
beat it away. The darned bus that 
I’d picked out had everything in 
the world locked on it. But Id 
started and I had to finish. Stall- 
ing that I couldn’t get it to start, 
I called two or three guys to help 
me, and had them fooling around 
with the crank, while I cut the 
ignition wires and grounded them 
—they were locked—hooked up 
the carburetor and did two or 
three other things which the lov- 
ing owner had undone, while the 
crowd helped. A crowd sure is 
an accommodating thing. The 
easiest way in the world to steal 
a car is to get a crowd around 
you. That is, as long as the owner 
doesn’t come along. If anything’s 
wrong, the crowd’ll help you fix 
it. Fine thing—crowds. 

Well, after while, I get the 
blooming boat to going, and start 
away. I duck down Champa, up 
Fourteenth, out Broadway, and 
start to turn into the Barkson 
Garage. Then I stop. A hefty 
bird with a growl in his voice had 
stepped on the running board and 
shoved a gun in my face. 

“Never mind stopping the en- 
gine,” he says, “just keep on go- 
ing—down to the hall.” 


— Se SS 


I DIDN’T argue. I turned that 
Lizzie into the street again and 
obeyed those commands. Into the 
City Hall we went—and then I — 
stopped, my eyes the size of a 
couple of saucers. The whole 
gang was there, from Big Pete 
on down, and the desk sergeant 
was taking their names. Over at 
one side was the Kid, and I edged 
toward her. 

“Did they get you too?” I 
gasped. She looked at me, won- 
dering like. 

“Get me?” she asked. “Why, 
they’ve always had me.” 

“Huh? Did that dick—” 

“What dick?” 

“Red Murphy. Did he—” 

Then she laughed. 

“Oh,” she says, “I get what you 
mean. But you’re wrong. I’m 
not arrested. I’m one of the ar- 
resters. And say, while you’re 
figuring it out, don’t give Red 
Murphy the credit for being a 
detective. He’s a good boy and 
all that, but he’s only learning the 
game. He’s just gotten far 
enough to be a stall for the real 
operative. And that—” she 
smiled again — “is your humble 
servant!” 





Methods Engineering 
(Continued from Page 8) 
point of operation after some- 
thing has been done to it. The 
time spent in doing work is the 
smallest part of the entire time. It 
would not be uncommon for a 
piece of paper to take four or five 
days to get through a routine, al- 
though altogether there is only 

one hour’s work involved, 

Mail Order Houses have more 
paper work even than insurance 
companies. The number of orders 
which they handle is tremendous 
and yet they must give good serv- 
ice. They have recognized the 
amount of time that is lost by the 
work not moving along the way 
it should and they have remedied 
the situation by arranging their 
clerks in rows, tandem fashion, in 
the sequence of operation; then 
along the row of desks they have 
put an endless belt which is con- 
stantly moving forward. The 
clerk at the starting point re- 
ceives the work for the first hour 
on her desk; does what is neces- 
sary to the first piece and throws 
it onto the belt where it is car- 
ried to a stop beside the next 
desk; the clerk at that desk 
reaches down to the belt, picks up 


the piece of paper and does her 
step in the next operation and 
throws it back on the belt, where 
it is carried forward to the third 
desk, this being repeated along 


the line. The first order is fol- 
lowed by the second, third and so 
on, producing a constant flow. In 
a factory this method of supply- 
ing material would be called pro- 
gressive manufacturing. If there 
is a delay anywhere it is a simple 
matter to determine the point be- 
cause at that point there will be 
an accumulation of work; it is 
not moving; it will be obvious and 
assistance should be placed at 
that point to help push it forward. 
This plan does not make the 
clerks work faster. The belt is 
simply a mechanical messenger in 
continuous operation. 
SS: Se 


AN EXAMINATION of our de- 
partment shows that the clerks 
are working all right with a large 
pile of work on the desk which is 
moved at the end of the day with 
a feeling of having done a good 
day’s work and this is the cause of 
slow service. 

The volume of work is not 
large enough to justify the contin- 
uous belt for flowing the work but 
as an alternative, each clerk can 
move the work every hour or so. 
This should be done by everybody 
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at the same time, which would re- 
sult in a balanced assignment of 
tasks; the more frequently the 
work is moved the sooner the 
work will be finished. Theoretic- 
ally in using this plan of frequent 
moving, it should be possible for 
an application received in the 
morning to be converted into a 
policy and mailed with a bill by 
night on the day that it is re- 
ceived. 

In our company we have not yet 
approached this ideal as a gen- 
eral average. We have, however, 
been successful in cutting the av- 
erage time from five days down to 
about two, and we have hope that 
we can better this. 


Se ee 


THE next bit of trouble is that 
the Department is growing rap- 
idly; they are crowded in their 
present quarters and it looks as if 
they must move into larger quar- 
ters. What is the easiest way to 
accomplish this move? This is 
the situation that the Auditing 
Department of a large company 
in New York City was up against 
and by a collection of all the facts, 
not only was the move avoided but 
the department had room for ex- 
pansion where before they were 
crowded. This may seem like 
black magic but the solution was 
simple and occurred in the last 
place you would expect. It in- 
volved proper designing of forms, 
standardization in furniture, and 
the proper placing of equipment. 
The procedure was something like 
this: Analysis was made of the 
ledger sheet which the company 
was using. [t was found that the 
ledger sheet was designed to meet 
the extraordinary conditions en- 
abling a large account to be kept 
on one sheet. The sheet was much 
too long for average conditions 
with a lot of waste space. It was 
decreased in length to meet the 
average conditions. An analysis 
of the columns showed that col- 
umns of one and one-half and two 
inches were used where three- 
quarters of an inch would be am- 
ple; furthermore, there were col- 
umns that were not being used at 
all and the margins on either side 
of the sheet were much too large. 
The ledger sheets were re-de- 
signed, eliminating these obvious 
defects, It resulted in a sheet that 
was about one-half the size of the 
original sheet and this revision 
saved the company several thou- 
sand dollars a year on paper 
alone. Inasmuch as the sheet was 
smaller, smaller binders could be 
used, permitting the use of 
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smaller tables and desks on which 
to do the work. By replacing the 
existing large, clumsy equipment 
with smaller tables, less floor 
space was occupied with furni- 
ture, more furniture could be 
placed on the floor. As a result, 
where at the start there was over- 
crowding, at the end there was 
more room than was needed on 
the same floor space. 


oe. Soe abe 


WHERE a company has - not 
standardized on certain sizes of 
desks, there is apt to be a miscel- 
laneous assortment—wide desks 
and narrow desks, double and sin- 
gle. This makes an economical lay- 
out of an office almost impossible. 

As a simple illustration of this, 
suppose that we have two rows of 
desks, all the desks being of a size 
except one, which is a foot larger. 
In setting out the desks it is found 
that the necessary distance for an 
aisle was three feet, so the desks 
were all laid out on this basis. 
The large desk, however, being a 
toot longer, stuck into the aisle, 
which made the clearance between 
that one and the desk opposite 
only two feet, which was too nar- 
row ; therefore, all the desks were 
set back one foot so that although 
the aisle was, in most places, four 
feet wide, where the long desk 
was (and this was the neck of the 
bottle) it was the minimum re- 
quirement. If this were repeated 
in three or four rows of desks 
there would be enough space lost 
in unused aisle space to permit 
another row of desks to be in- 
serted. 

In connection with desks, many 
companies give their outside men, 
such as salesmen and claim men, 
individual desks which are occu- 
pied at the most only half an hour 
or an hour each day. There is 
lerge floor space unused for the 
major part of the time. In our 
company we have recently 
adopted the policy of supplying 
tables to our outside men. We are 
having special tables built for us, 
which are 42 inches wide and 5 
feet long and this will allow two 
drawers on each side of the table, 
so that four men can be accom- 
modated at each table. The cost 
per man is about half of what it 
would be sitting the men at desks 
and the floor space per man is 
also about one half. We have 
just completed a layout of one 
of our offices in which the ulti- 
mate capacity will be 39 people 
occupying comfortably the space 
that is now taken up by 15, who 
are crowded. 
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IF OUR Department head is not 
protected by a Purchasing Agent 
he will be, shall we say consulted, 
each week by several salesmen of 
mechanical equipment pressing 
the claim of their particular ma- 
chine as being the best machine 
on the market. The Office Man- 
ager or Department head is fre- 
quently at a loss to make a real 
decision as to which is the best 
machine. He will call on the ex- 
perience of others. In some places 
he will get a favorable answer, 
while in others he will get a neg- 
ative answer. What is the best 
machine? That is something like 
asking how old is Ann? A ma- 
chine that is most satisfactory on 
one job is entirely unsuited to an- 
other, in spite of the claims of 
salesmen. First of all to deter- 
mine which is the best machine for 
our work, we must know what the 
work consists of and what the 
needs are. Then decide upon the 
machine that is best adapted to 
that work and its needs. 


The labor market may have 
something to do with the selec- 
tion. The machine may be ideally 
adapted to some particular work, 
but where are your operators to 
run them? It may be your plant 
is located away from an industrial 
center with only a limited number 
of skilled clerical operators avail- 
able, so that it may be almost im- 
possible to engage clerks who can 
operate the machines that you se- 
lect. Therefore, it may be neces- 
sary for you, because of labor con- 
ditions, to install a machine that 
is not quite so efficient theoretic- 
ally, but from which you can get 
more work done by the people who 
are available. 


Se > | 


OF COURSE, if an installation is 
é, large installation, you can go 
to the extent that one company did 
in New York in installing a book- 
keeping equipment. A stop-watch 
study was made of the different 
machines competing, operated by 
Loth skilled operators and un- 
skilled operators, so that the case 
of acquiring the technique could 
be studied and also the maximum 
production that could be expected 
when running under conditions. 
The test cost $2,000.00, but it 
showed conclusively that one ma- 
chine was outstanding for that 
rarticular work. A full descrip- 
tion of this test may be found in 
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the February, 1922, Bulletin of 
the Taylor Society under “The 
Application of the Principles of 
Scientific Management to the Of- 
fice,’ by W. H. Leffingwell. An 
abbreviated exposition will be 
found in Mr. Leffingwell’s book, 
“Office Management,” published 
by A. W. Shaw Company. 


In making a decision do not 
depend too much upon the impres- 
sion of the person operating the 
machine. As an illustration, there 
has been an electric typewriter on 
the market recently, which we 
tried out in the home office, not 
only on regular typing, but on 
policy writing. In regular typing 
the operator thought that she 
could run it a little easier; it was 
a nicer machine to operate but she 
didn’t think she was increasing 
her production very much, How- 
ever, records kept in the Depart- 
ment showed that this particular 
operator, although she _ slowed 
down a little for the first few 
days, increased her speed of typ- 
ing 50% in five weeks. When the 
machine was taken away she said 
that her speed was not affected 
very much. However, it showed 
that there was a noticeable de- 
cline. On policy writing the op- 
erator liked the machine very 
much but didn’t think that we 
were justified in buying it because 
she didn’t see that she could turn 
out much more work. Therefore. 
we asked her to keep a record of 
the work she produced during an 
hour and instead of writing six, 
her normal output, she produced 
ten and was not conscious of the 
increased production, The facts 
showed the machine a most de- 
sirable one to install but impres- 
sions of the operators would cause 
us to question it. 
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IN figuring on new equipmert we 
frequently must decide on 
whether we shall buy motor 
driven or hand driven apparatus. 
Motor driven apparatus is more 
costly but does it save time? On 
short runs, most hand machines 
can be operated as fast if not 
faster than motor machines. One 
of the principal things to consider 
ic how continuously a machine is 
cperated. If your work is lined 
up so that the same clerk gathers 
the information and then calcu- 
lates, the chances are that four 
minutes might be spent on gath- 
ering and one on figuring. Under 
such conditions in purchasing a 
motor driven calculator we are 


trying to save time where there 
isn’t very much to be saved. 

The only thing which will jus- 
tify machine equipment is a sav- 
ing in payroll and please remem- 
ber that avoiding the need of hir- 
ing help is just as much a payroll 
saving as reducing the force. Ma- 
chine equipment should be pur- 
chased from payroll savings. 

These few illustrations give 
you an idea as to what a methods 
engineer is up against in a com- 
pany and what can be produced 
by proper analysis of the job. Be- 
fore he is through with it, a meth- 
ods engineer will have come in 
contact with all parts of the com- 
pany. There will be much of the 
work that he has never come in 
contact with before, but by an- 
alyzing and getting all the facts, 
consulting with those who are 
working on the job, executives 
and clerks, the trouble will be fer- 
retted out and a remedy con- 
trived. 





Standard Accident 
Changes 


NNOUNCEMENT has been 
made by the Standard Acci- 
dent Insurance Company of De- 
troit that its railroad installment 
business has been disposed of. 
This department had in charge 
the sale of personal accident and 
health policies to railroad men on 
a “pay-order collection” plan. 

Reinsurance of these policies 
effective June 1, 1926, has been 
arranged with the Provident Life 
and Accident Insurance Company 
of Chattanooga, Tenn. The Stand- 
ard’s ticket policies sold by rail- 
way ticket agents throughout the 
United States are, however, not 
affected. 

The railway installment depart- 
ment of the Standard has always 
been kept separate from that com- 
pany’s other lines. Withdrawal 
from this field at this time is for 
the purpose of permitting the 
Standard to give undivided atten- 
tion to the liability, compensation, 
group, personal accident and 
health, burglary, plate glass, fidel- 
ity and surety bond business. 





Easy Terms 


Algy’s acquiring a moustache 
’Neath his patrician beak ; 
Getting it on the installment plan, 
A little down per week. 
Boston Transcript. 
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Missouri Supreme Court Rebukes 
Stock Companies 


EVERE rebuke of the most 

outspoken kind characterized 
the recent decision of the Missouri 
supreme court reversing the stock 
fire companies in the rate reduc- 
tion case handed down late in 
May. 

Justice White in speaking of 
the $2,496,718 excess commissions 
on business handled by St. Louis 
insurance brokers and agents de- 
clared that such procedure was 
entirely without excuse. 

In part, the opinion read: 

“In the city of St. Louis com- 
missions were paid to agents 
much higher than in any other 
part of the state. These excess 
commissions amounted during the 
test period to $2,496,718. The 
plaintiffs explained that by saying 
that in larger cities, called excepted 
cities, such as St. Louis, brokers 
controlled the placing of a large 
portion of the insurance written 
and they charged the insurance 
agents a commission for placing 
the business with them. Thus the 
people in the rest of the state 
must pay a higher rate for their 
insurance in order that the insur- 
ance agents in St. Louis may re- 
ceive a higher commission and pay 
the brokers a rake-off. * * * 


“No excuse or justification for 
so charging it and thus affecting 
the rates is presented anywhere. 

“The people of the state of Mis- 
souri should not be required to 
pay a higher rate for their insur- 
ance in order that agents in St. 
Louis may have an easy time and 
divide their commissions with 
brokers. People would insure 
their property just the same as 
they do in that city, even if the 
agents did not get their business 
from the brokers nor compete 
with each other for the favors of 
brokers.” 

The case arose over an order 
of Ben C. Hyde, Insurance Com- 
missioner of Missouri, in 1922, 
that a ten percent reduction be 
made on fire, hail, lightning and 
wind insurance. One hundred 
sixty companies were involved 
and their counsel took the matter 
to the high court. 

A rehearing has been asked 
and if this is refused the case will 
doubtless go to the Supreme Court 
of the United States. Should the 
decision stand the stock companies 
would be required to refund the 
tidy sum of $7,000,000 (estimate 
to date) to policy holders in Mis- 
souri. 


Group Auto Policies in Massachusetts 


ON. WESLEY E. MONK 
Insurance Commissioner of 
Massachusetts, issued the follow- 
ing notice under date of May 10. 
“To All Insurance Companies 
Transacting Automobile Liability 
Insurance in Said Commonwealth 
(Massachusetts) : 

“In a circular dated April 27, 
1926 (See Massachusetts 3), ] 
called the attention of all compan- 
ies to section 182 of chapter 175 
of our General Laws and to a cer- 
tain opinion of the Attorney Gen- 
eral in connection with the issue 
of group or individual automobile 
liability policies at preferential 
rates. 

“Any policies referred to in 
said circular issued as aforesaid 
in this Commonwealth should be 
immediately cancelled in accord- 
ance with their terms.” 

On May 11 the Commissioner 
issued the circular quoted below. 

“To All Insurance Companies, 
Other than Life, and Their 
Agents: 

“This Department has received 
complaints from policyholders al- 


leging an unreasonable delay and 
more or less difficulty in securing 
payment of return premiums 
upon cancelled insurance policies 
which were negotiated by a 
broker. These complaints result 
from the practice of some com- 
panies and their agents to pay or 
credit return premiums on can- 
celled policies to the broker 
through whom they were negoti- 
ated. 

“A broker is simply the agent 
of the insured and is not a party 
to a contract of insurance which 
he negotiates. The fact that he 
places a policy does not constitute 
him an agent of the insured for 
the purpose of receiving a cancel- 
lation notice or payment of a re- 
turn premium, nor does it vest 
him with any power superior to 
the insured to handle or dispose 
of the contract. His authority to 
represent the insured generally 
terminates after he has procured 
the insurance desired by his cli- 
ent, 

“The insured’s claim to a re- 
turn premium, like a claim for a 
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loss under the policy, is against 
the company with which his con- 
tract exists, and not against the 
broker. The practical reason for 
paying or crediting a return pre- 
mium to a broker is undoubtedly 
to secure the company or its agent 
in respect to the return commis- 
sion, but legally there is no more 
reason for making such a pay- 
ment than there is for paying a 
claim for a loss to the broker. 

“Under Section 187B of Chap- 
ter 175 of the General Laws, it 
is made unlawful and a crime for 
a company or its agent to refuse 
to pay or tender to the insured 
the full return premium, without 
any deductions, to which he is 
entitled upon the cancellation of 
a policy in accordance with its 
terms. It is rather perilous under 
this statute for a company or its 
agent to assume without definite 
proof that a broker is empowered 
to collect a return premium, to 
pay it to him and then-refuse to 
pay it to the insured on demand 
or in accordance with ‘the policy 
provisions. A violation of this 
statute is also ample cause for the 
revocation or suspension of the 
offender’s license and -recently 
this department revoked an 
agent’s license for such a viola- 
tion. 

“Some cases have arisen in 
which agents have sent. cancella- 
tion notices to brokers. Under 
Section 187C of said chapter it is 
provided that a notice of cancella- 
tion shall be mailed to or served 
upon the insured. 

“A company or its agent, there- 
fore, paying a return premium or 
sending a cancellation notice to a 
broker runs the risk of an invalid 
cancellation or of a double pay- 
ment of the return premium. 

“Companies and their agents 
should bear in mind the principles 
that such a notice or payment 
does not protect the insurer un- 
less it can be proven that the 
broker was in fact the duly au- 
thorized agent of the insured for 
the purpose of receiving such no- 
tice or payment, and, as stated, 
that the mere fact that he nego- 
tiated the policy does not estab- 
lish such an agency nor warrant 
the assumption that such an 
agency exists. 

“The law on these matters is 
plain, and should be known and 
carefully followed by the agent of 
companies doing business here. 
Compliance therewith will obvi- 
ate many complaints to the de- 
partment and ensuing correspond- 
ence or hearings and, possibly, 
disciplinary action.” 
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Municipal License Tax on Fire 
Insurance Companies 


From Insurance Department Bulletin, State of Missouri 


OR a number of years it has 

been the practice of certain 
Missouri towns and cities to levy 
a license or occupational tax on 
the fire insurance companies doing 
business within their limits. The 
evident purpose of this levy is to 
collect money for the support of 
the municipal government by an 
indirect tax which is more easily 
collected from the taxpayer, since 
he does not make the payment di- 
rectly to the tax receiver of his 
city. The actual payer of this 
levy, however, makes provision 
for this additional burden by 
loading the charges or prices, in 
whatever business he may be, 
made to the public. 


The indirect tax is, for the 
above reason, very popular. Na- 
tional, Commonwealth, Municipal 
and other administrations of gov- 
ernment know well the unpopu- 
larity of the direct tax levy, and 
resort to the use of the indirect 
methods whenever possible. Two 
years previous to this time ap- 
proximately one hundred and 
twenty cities in Missouri levied 
the occupation tax on fire insur- 
ance companies, justifying their 
action by the authority granted 
them through the state legisla- 
ture, and the promise of the addi- 
tional income to support their 
various public activities. 


The fire insurance companies in 
order to meet this additional in- 
crease in their expenditures, 
charged the insurance buyers of 
these communities, where the tax 
was collected, an additional pre- 
mium. This additional premium 
was calculated to offset the 
amount collected by the city gov- 
ernment, plus a 40% collection 
charge, Their action was based 
on the provisions of the Anti-Dis- 
crimination Rating Law of Mis- 
souri, since it was claimed that a 
condition of discrimination pre- 
vailed where the citizens of one 
town benefited by additional in- 
come for the support of their pub- 
lic activities through the opera- 
tions of the insurance companies, 
as compared to the inhabitants of 
those cities where no tax charge 
existed. As there are somewhat 
more than a thousand towns in 
this state which are large enough 
to be specifically rated by the Mis- 


souri Inspection Bureau, it can be 





seen that the greater number of 
insurance buyers in this state 
would be burdened by additional 
premium to benefit the lesser 
number. 

This position has been sup- 
ported by an opinion of a former 
Attorney-General of this State, 
Jesse W. Barrett, which was given 
on January 4, 1924. There have 
been no court decisions on this 
matter according to our best in- 
tormation. 

This collection charge consti- 
tutes, in the opinion of this De- 
partment, the objectionable fea- 
ture to this procedure as affecting 
the interests of insurance buyers 
in this State. It is justified from 
the company view by the fact that 
additional premium can only be 
collected through the usual agency 
and company channels, and the 
ordinary expenses of conducting 
the insurance business should be 
allowed. While the charge has 
been reduced from 40% to 25%, 
it still remains an item which 
brands this method of taxation as 
inefficient and extravagant. This 
reduction and another change 
which transferred this additional 
premium load from mercantile in- 
surance and calculated on a flat 
basis, to all property and on a 
percentage basis, was brought 
about by a conference of repre- 
sentatives of the companies and 
the Insurance Department. This 
latter method was deemed to be 
the more equitable method of car- 
ing for the situation and is being 
rapidly introduced. 


Consequently, where possible, 
this Department recommends that 
this tax be repealed by the vari- 
ous city governments affected, in 
the interest of their citizens. 
Upon this action, the additional 
premium charge will be removed 
and an onerous burden lifted from 
their shoulders. Ordinary tax col- 
lection charges do not exceed 5% 
in any community. If the income 
received from this tax is absolutely 
necessary for the public welfare, 
it may be partly replaced at least 
by a reasonable occupation tax on 
insurance agents, for which no 
additional premium charge will be 
made. 

Nearly fifty cities in Missouri 
have removed this tax during the 
past two years on the strength of 


the above arguments and. all 
others should do so. This Depart- 
ment will be glad to give neces- 
sary information and other pos- 
sible assistance if desired. 





Liability in 
Argentina 


RGENTINA has adopted an 
A employers’ liability act 
which extends protection to 
all employees receiving not more 
than 3,000 pesos ($1,274) annu- 
ally who work in factories or any 
establishment where power is 
used, The law applies also to em- 
ployers of labor on buildings, rail- 
ways, harbors, dikes, canals; in 
mines and quarries; in transpor- 
tation, loading and unloading; in 
the manufacture and use of ex- 
plosives, inflammable material, 
and electricity ; in telephone, tele- 
graph, and lighting service; in 
lumbering; and in agriculture 
where this involves the use of 
motors. Employers may insure 
their workmen against accident, 
provided the benefits are not less 
than those specified in this law. 
> > > 


IN the case of death or absolute 
and permanent incapacity of a 
workman due to the circum- 
stances of his employment, an 
employer must pay to the work- 
man’s family a sum equivalent to 
1,000 days’ pay at the average 
rate received by the workman 
prior to the accident, the total 
sum not to exceed 6,000 pesos 
($2,557). In case of partial and 
permanent incapacity, the work- 
man shall receive a thousand 
times the reduction made in his 
daily wage. For temporary in- 
capacity the workman shall re- 
ceive half his usual wage, and if 
the incapacity lasts more than a 
year it shall be considered as per- 
manent, and compensation shall 
be made accordingly. Employers 
are also made liable for cases of 
illness or death due to the nature 
of the work required, and later 
decrees are to be issued enumerat- 
ing the professional diseases 
coming under the provisions of 
this law. 





Traffic Notes 


“T have a terrible rumbling on 
my stomach. It’s like a wagon 


going over a bridge.” 

“Tt’s most likely that truck that 
you ate this morning for break- 
fast.”—Oregon Orange Owl. 
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Agency Mutuals to Issue 


Combination Policy 


ECENTLY a group of twenty-one agency mutuals have 
R associated themselves under the name of The New 

England Mutual Fire Underwriters to issue a com- 
bination fire policy to accept risks in certain lines as high 
as $200,000. 

Rogers and Hatfield, at 80 Federal Street, Boston, have 
been appointed sole agents and are now writing the new 
policy and accepting brokerage. This firm was largely 
instrumental in forming the new group. Others who were 
active in putting the arrangement through are Robert A. 
Barbour, secretary of the Berkshire Mutual, and Elliott A. 
Howard, secretary of the Middlesex Mutual. 


The combination policy is expected to result in a consid- 
erable saving of time and expense, by giving the subscribing 
mutuals an opportunity to handle larger risks. 


Of the companies in the group, four are each a century 
old and none of the principal ones have been in business 
less than seventy years, They have always paid their 
losses in full and their dividends to policy holders have 
consistently been twenty percent or more. 

The following ten companies are principals to the agree- 
ment: Berkshire Mutual, Fitchburg Mutual, Hingham 
Mutual, Holyoke Mutual, Merchants & Farmers Mutual, 
Middlesex Mutual, Norfolk Mutual, Quincy Mutual, Traders 
& Mechanics Mutual and Worcester Mutual, all of Massa- 
chsetts. The following are bound by a reinsurance agree- 
ment: Abington Mutual, Dedham Mutual, Citizens Mutual, 
Hampshire Mutual, Lowell Mutual, Lynn Mutual, Merri- 
mack Mutual, The Mutual of ‘Saco, Me., Pawtucket Mutual, 
R. I., Salem Mutual and South Danvers Mutual. Each one 
of the twenty-one companies is responsible for a specific 
portion of each risk. 


The supervising committee of the New England Mutual 
Fire Underwriters consists of Robert A. Barbour, secretary 
of the Berkshire Mutual; Elliot A. Howard, secretary of the 
Middlesex Mutual, and Frank Bishop, secretary of the Paw- 
tucket Mutual. 
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Associated Mutuals 


Grain Dealers Mutual Fire 
Insurance Company 


Automobile Mutual Fire 
Insurance Company 
Automobile Mutual Liability 
Insurance Company 
Beacon Mutual Fire 
Insurance Company 


An organization of Massachusetts Mutual Insurance 
Companies associated under one management and 
devoted to reducing insurance costs. Dividends 20% 
and 25%. 


Associated Mutuals 


211 Congress St. 
Boston, Mass. 


A. Shirley Ladd, Secretary 
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Pasted on Mr. Good 
Driver’s Windshield 


—is a creed of 10 essential 
points. This creed is his con- 
stant reminder of duty to him- 
self, his passengers, and to his 
fellow men. 


Mr. Good Driver follows this 
creed. He knows that living up 
to it is the unerring stamp of a 
good driver, and that ignoring 
any part of it stamps him un- 
questionably as unskilled. 


Mr. Good Driver knows that it 
takes no fooling with risks and 
long chances to impress others 
with his ability to handle his car. 
Quite the reverse, in fact. He 
slows up at intersections because 
to do so is good driving. He sig- 
nals always for a left turn be- 
cause that is good sense—and 
good driving is always good 
sense. 


More and more Creeds are 
being pasted on windshields, be- 
cause it pays. The creed pro- 
motes the habit of being careful. 
The habitually careful driver is 
rarely in police court, rarely in 
civil court, rarely in repair shop 
from accidental reasons, and en- 
joys the confidence and respect 
= all who come in contact with 

im. 


Harpware Murtuac 
Casuacty Company 


Stevens Point, Wis. 












































Selection of Risks 


and 


Fire Prevention 


Are the dominant factors in the notable 


success of the 
MILL MUTUALS 


The spirit of Fire Prevention that animates the “Mill Mutuals” system 
has meant a SAVING for policyholders over the premiums they would have 
paid in non mutual companies of more than FIFTY MILLION Dollars. 


Millers National Insurance Co..............................--..------- Chicago, Ill. 
Mill Owners Mutual Fire Insurance Co............. Des Moines, Iowa 
Millers Mutual Fire Insurance Association...................... Alton, Ill 
Michigan Millers Mutual Fire Insurance Co........... Lansing Mich. 
Western Millers Mutual Fire Insurance Co.......Kansas City, Mo. 
Ohio Millers Mutual Fire Insurance Co....................... Chicago, Ii. 
Pennsylvania Millers Mutual Fire Ins. Co......... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Co........................... Harrisburg, Pa. 
Millers Mutual Fire Insurance Co..................... Fort Worth, Texas 
Grain Dealers National Mutual Fire Ins. Co...._Indianapolis, Ind. 


Mutual 


(Operated by the Mill Mutuals) 


The “Mill Mutuals” write good risks of any class. 
If you are interested in REDUCING your insurance cost address any of the 


Fire Prevention Bureau 
230 E. Ohio Street 
Chicago, Illinois 








companies listed above. | 
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RETAIL HARDWARE MUTUAL F 
Minneapolis, Minn. 


MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE | COMPANY eine 


- Owatonna, Minn. 


HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 
Stevens Point, Wis. 
BRANCHES: — 7 
Newark, N. J. Atlanta, Ga... ‘Sari Francisco, Cal. Dallas, Tex. 
Winnipeg, Man. 





Combined Assets . $7: 373,350.25 
Combined Liabilities 4,949,878.08 
Combined Surplus . 2,423,472.17 





Dividends to Policy-Holders Since Organization . $16,473,629.97 





THE ACME OF PROTECTION 








The Service of Saving Lives 


Accident prevention is the best 
accident insurance. 


This has always been one of the 
important ‘‘L-M-C”’ services to 
its members. It belongs to the 
forehanded public-spirited poll- 
cies of the Company and it pays 
in human lives as well as in con- 
servation of property. 


Membership in the ‘“L-M-C”’ 
brings you a definite program of 
safety measures. 


LUMBERMENS MUTUAL CASUALTY COMPANY 
JAMES S. KEMPER, President 


PANTHEON BUILDING, CHICAGO, U.S.A. 


AUTOMOBILE, COMPENSATION, 
LIABILITY, PLATE GLASS 


Claim Service from Coast to Coast 

















